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INTRODUCTION 

This  report  discusses  major  problems  affecting  the  operations 
and  management  of  the  Chapter  200  public  housing  program  for  vet- 
erans in  Massachusetts.   It  identifies  and  analyzes  alternatives 
to  present  policies  and  management  practices.   Problems  are  viewed 
in  a  national  and  state  context,  and  management  patterns  and  pro- 
posals are  viewed  within  a  matrix  of  the  state,  the  local  housing 
authority,  and  the  tenants  of  public  housing. 

The  report  analyzes  different  forms  of  management  and  public 
housing  conversions,  under  both  private  auspices  and  public/private 
auspices.   A  state  action  program  is  proposed  for  achieving  badly 
needed  changes  and  for  gradually  transfering  public  housing  opera- 
tions from  traditional  public  administrative  auspices  to  more  de- 
sirable forms. 

No  attempt  has  been  made  to  exhaust  the  endless  range  of  pro- 
blems associated  with  public  housing  or  to  propose  alternatives 
that  might  be  desirable  but  are  not  feasible  in  the  near  future. 
The  resources  allocated  for  the  report  and  the  intent  of  the  Depart- 
ment of  Community  Affairs  mandated  that  analysis  be  devoted  to 
feasible  policy  and  management  alternatives.   Therefore  such  issues 
as  segregation  patterns  in  public  housing,  the  pros  and  cons  of 
abolishing  housing  authorities  in  favor  of  city  line  departments, 
the  merits  of  regional  authorities,  and  the  metropolitan  nature  of 
the  housing  crisis  have  not  been  a  direct  focus.   These  issues  have 
been  dealt  with  in  previous  studies  and  are  alluded  to  here,  as 
appropriate. 

The  specific  study  areas  analyzed  were  chosen  because  some 
represent  obstacles  to  change,  while  other  areas  represent  oppor- 
tunities for  change  which  would  improve  the  quality  of  life  of 
tenants  if  fully  exploited.   Among  the  areas  examined  are  the  state 


subsidy  policy  for  public  housing,  policies  governing  occupancy 
and  eligibility  rights  of  tenants,  rent  schedules  and  income  limi- 
tations, the  nature  of  the  economics  of  public  housing  management 
and  development,  the  uses  of  Modernization  opportunities,  tenant 
participation  and  issues  in  tenant  organization,  and  the  state's 
role  in  financial,  legal  and  management  aspects  of  housing. 

A  bias  to  the  report  is  that  present  management  of  public 
housing  is  hopelessly  outdated,  that  successful  change  cannot  be 
achieved  without  tenants  as  primary  decision-makers,  and  that  the 
influence  and  powers  of  state  government  must  be  brought  to  bear 
on  implementing  such  change. 

It  is  hoped  that  this  report  can  mark  the  beginning  of  a  dra- 
matic "turn-around"  in  the  management  of  state  public  housing  pro- 
jects -  a  change  that  will  be  in  keeping  with  new  strategies  in 
other  housing  programs  that  the  Commonwealth  supports.   Massachusetts 
has  the  opportunity  now  to  inaugurate  a  model  program  for  the  rest 
of  the  nation  that  will  undo  the  worst  aspects  of  public  housing 
while  capitalizing  on  its  strengths. 
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I.    OVERVIEW  OF  PUBLIC  HOUSING  PROBLEMS 

The  litany  of  problems  associated  with  public  housing  in 
America  needs  no  exhaustive  recounting.   Even  the  casual  stu- 
dent of  society's  ills  is  aware  that  many  social  problems  are 
found  in  heavy  measure  in  the  nation's  large  housing  projects. 
It  is  now  widely  accepted  that  concentrated  public  housing  is  one 
of  the  nation's  great  failures  in  social  reform.   All  public  hous- 
ing projects,  however,  do  not  present  a  bleak  picture,  nor  sustain 
a  poor  prognosis  for  improvement.   Unfortunately  the  general  under- 
standing of  public  housing  has  been  based  on  the  history  of  the 
worst  big  city  projects.   Yet,  one  can  find  public  housing  projects 
that  have  physical  attractiveness,  are  located  in  green  settings  with 
adequate  open  space,  are  not  very  large  projects,  and  are  of  a  housing 
type  and  design  that  often  approximates  private  housing  found  in  the 
same  community.   Nor  are  all  projects  insensitively  managed  as  is  often 
thought;  and  they  do  not  all  contain  great  numbers  of  multi-problem 
families. 

Despite  differences  in  location,  design,  maintenance,  incidence 
of  social  problems ,  and  the  degree  of  management  proficiency  and 
understanding  of  tenant's  problems,  it  is  probably  true  that  most 
public  housing  projects  have  some  common  problems.   If  not  serious 
crime,  then  vandalism;  if  not  overcrowding,  then  vacant  units  which 
threaten  the  solvency  of  management.   If  structural  design  is  good, 
there  is  probably  not  sufficient  maintenance  to  prevent  deterioration 
of  living  units. 

Discriminatory  admission  and  eviction  policies,  used  as  a  stan- 
dard of  "social  desirability"  for  evaluating  tenants  and  applicants, 

(1) 

is  still  prevalent  in  many  places.      Often  it  is  difficult  for  a 

black  family  to  get  into  a  decent  housing  project.   Low  turnover  in 
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white  dominated  projects  and  the  use  of  "benign  quotas"  allowing 

only  a  certain  number  of  blacks  in  a  specific  project  operate  against 

(2) 
the  black  family  seeking  integrated  public  housing.     All  of  the 

problems  of  public  housing,  whether  federally-assisted  or  state- 
assisted  rest  upon  the  management  personnel  of  the  Local  Housing 
Authority  (LHA) ,  and  many  of  these  problems  continue  to  frustrate 
tenants  who  live  in  public  housing. 

The  federal  government  no  longer  builds  concentrated  public 
housing  projects.   The  last  major  one  built,  in  the  mid-fifties,  is 
the  infamous  Pruitt-Igoe  in  St.  Louis.   In  Massachusetts,  Columbia 
Point  represents  the  last  and  worst  example  of  the  futility  of  large 
projects.   The  strategy  of  scattered  site  public  housing  is  now  ad- 
vocated on  the  theory  that  public  housing  works  best  when  a  limited 
number  of  units  are  integrated  into  the  general  community. 

A  plethora  of  housing  innovations  are  now  being  used  throughout 
the  country  to  streamline  the  production  of  public  housing  and  to  con- 
struct units  far  more  livable  and  attractive  then  the  projects  built 
prior  to  19  60.   Considerable  experimantation  has  produced  new  techno- 
logies for  improving  the  quality  of  publicly-assisted  housing  while 
keeping  costs  within  tolerable  limits.   It  is  often  said  the  nation 
now  possesses  the  technology,  the  resources,  and  the  packaging  tech- 
niques for  producing  sufficient  housing  of  various  income  categories 
to  meet  the  national  housing  need  over  the  next  ten  years.   All  that 
is  needed  is  the  will  to  do  it,  i.e.  the  necessary  financing  and  in- 
stitutional support. 

In  the  management  of  public  housing  however,  prospects  are  not 
as  optimistic  as  in  the  production  sector.   Few  innovations  on  any 
major  scale  have  occurred  in  management  save  for  some  isolated  new 
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ideas  in  Modernization  and  Turnkey  projects.   Subsidies  and  con- 
tributions to  maintain  solvent  public  housing  projects  increase 
annually,  while  the  spiral  of  neglected  maintenance  and  deteriorating 
structures  accelerates,   and  tenants  grow  more  dissatisfied  each, year. 

As  these  conditions  worsen,  there  is  belief  in  many  quarters 
that  the  role  of  government  in  housing  should  be  restricted  to  that 
of  a  catalyst  and  financier;  that  public  agencies  ought  to  get  out 
of  the  business  of  managing  housing.   However  fortunate  or  unfortunate, 
the  intent  of  public  housing,  i.e.  to  provide  decent,  safe  and  sanitary 
housing  to  those  unable  to  afford  it  privately,  compels  the  continuance 
of  some  governmental  presence.   Seldom  however,  except  when  inspired 
by  federal  grants,  as  in  San  Francisco,  Cleveland  and  Boston,  and  in 

Modernization  programs,  have  LHA's  produced  innovative  management 

(3) 
approaches. 

This  report  defines  public  housing  management  broadly,  to  include 
day-to-day  operations  as  well  as  management  policies.   A  second  assump- 
tion in  this  report  is  that  the  management  problems  and  activities  of 
veterans'  state-aided  public  housing  in  Massachusetts  (Chapter  200)  have 
much  in  common  with  the  management  of  federally-assisted  family  projects; 
although  in  most  cases  financial  management  of  state  housing  has  been 
more  difficult  because  of  lower  state  subsidies. 
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II.    MANAGEMENT  ISSUES  IN  PUBLIC  HOUSING 

Of  the  many  problems  affecting  public  housing  today  the 
following  have  been  chosen  as  representative  of  the  broad  issues 
confronting  management,  issues  which  have  produced  a  marked 
change  in  the  condition  of  public  housing  today  as  compared  to 
the  early  years. 
A  New  Clientele 

The  nineteen-sixties  saw  a  new  tenant  population  occupying 
public  housing.   Tenants  who  lived  in  public  housing  at  its  in- 
ception and  into  the  fifties,  by  and  large,  profited  from  affluence 
and  of  the  war  years  and  the  fifties  and  moved  into  the  private 
housing  market.   The  early  tenant  population,  partly  due  to  rigorous 
screening  procedures,  possessed  few  of  the  overwhelming  social  pro- 
blems that  characterize  a  sizable  segment  of  the  tenant  population 
today.   The  former  clientele  might  be  considered  the  "temporary  poor"; 
products  of  the  depression  years,  those  returning  from  military  ser- 
vice to  low-paying  jobs,  mostly  white,  who  used  public  housing  as  a 
temporary  resource.   But  the  more  recent  tenant  population  represents 
much  of  the  so-called  "underclass"  of  society;  those  with  few  skills, 
victims  of  racial  discrimination,  persons  dependent  on  welfare  or  in 
low-paying  jobs,  and  most  with  no  history  of  home  and  property  mainte- 
nance.  The  new  tenant  population  is  increasingly  non-white.   Blacks  are 
now  found  in  public  housing  in  greater  population  than  in  the  general 
population.   Also,  Spanish-speaking  persons  occupy  public  housing  in  in- 
creasing numbers. 

The  new  clientele  brought  many  family  and  personal  problems  for 
which  public  housing  management  was  not  prepared.   Hence  social  service 
programs  became  part  of  good  management.   But  tenant-relations  personnel 
and  programs,  geared  for  the  earlier  clientele  confronted  different, 
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often  hostile  tenant  attitudes.  Lack  of  empathy  by  many  old-line 
personnel  produced  distrust  and  suspicion  from  tenants  of  the  new 
clientele. 

Of  course,  some  early  tenants  still  remain.   In  Massachusetts 
there  are  a  considerable  number  of  long-time  tenants  in  state-aided 
housing.   Some  have  limited  income,  but  in  other  respects  have  job 
security  either  in  civil  service,  or  white  collar  and  blue  collar  jobs 
Some  tenants  have  been  in  public  housing  for  ten  years,  others  for 
much  longer.   (Though  housing  managers  may  occasionally  complain  that  . 
some  tenants  "are  here  forever",  the  long-term  tenant  may  present 
fewer  problems  to  management  than  the  new  clientele  of  the  last  few 
years. ) 

It  is  safe  to  say  that  the  premise  upon  which  public  housing  was 
initially  based,  to  provide  temporary  shelter  to  a  tenant  population 
conceived  as  being  largely  free  of  personal  and  family  problems,  is 
difficult  to  sustain  today.   An  exception  is  public  housing  for  the 
elderly,  which  is  not  considered  temporary  and  is  relatively  easier 
to  manage. 
Maintaining  an  Aging  and  Inferior  Stock 

Few  large  public  housing  projects  have  been  built  in  the  nation 
since  1955.   In  Massachusetts  most  of  the  state  public  housing  stock 
was  built  in  the  forties  and  early  fifties.   The  design  and  construc- 
tion specifications  for  public  housing  left  much  to  be  desired.   Since 
cost  was  the  significant  factor,  architectural  excellence,  quality 
materials,  and  durable  facilities  were  often  missing  in  new  develop- 
ments.  Structurally,  much  of  public  housing  is  solid  and  durable, 
but  structures  are  often  devoid  of  attractive  features,  and  living 
units  need  regular  repair.   Plumbing,  heating,  and  electrical 
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facilities  require  constant  maintenance  and  replacement  because 
they  are  of  inferior  quality  or  simply  because  of  breakdown  due 
to  age.   When  living  units  are  in  good  shape  it  is  often  due  to 
the  tenants'  own  efforts  in  painting  and  up-keep.   Amenities  and 
sufficient  usable  recreation  space  are  often  lacking,  especially 
in  the  city  projects  where  land  is  scarce.   (State  veterans'  hous- 
ing, as  will  be  shown  later,  possesses  many  commendable  features, 
even  though  renovation  is  needed.) 

It  has  proven  financially  impossible  for  i.iany  LHA's  to  under- 
take renovation.   In  the  past  two  years  the  federal  Modernization 
funds  have  made  it  possible  for  over  160  projects  throughout  the 
country  to  catch-up  on  the  residue  of  deterioration.   Massachusetts 
has  now  embarked  on  a  state  Modernization  effort  -  with  a  $15 
million  fund.   (The  Disparity  between  the  amount  of  available  funds 
for  Modernization  from  federal  and  state  governments  produces  stark 
constrasts. 

In  one  city  in  Massachusetts  a  federal  project,  recently  moder- 
nized with  a  generous  grant,  stands  across  the  street  from  a  dilapidated 
state  project.   While  the  state  project  anticipates  funds  for  moder- 
nization, the  amount  will  be  insufficient  to  bring  it  up  to  a  par  with 
the  attractiveness  and  quality  of  the  newly-renovated  federal  project 
only  a  few  yards  away  and  in  full  sight.   Yet  the  LHA  manages  both 
projects. ) 

In  both  federal  and  state  Modernization  programs  there  is  no 
money  for  non-structural  physical  modernization  other  than  grounds 
up-grading.   To  produce  new  recreation  and  community  facilities,  LHA's 
must  look  elsewhere  for  funds.   Some  have  been  successful  in  getting 
federal  Open  Space  and  Beautif ication  grants;  or  OEO,  HEW,  or  HUD 
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grants  for  new  facilities.   Often,  Modernization  monies  cannot 
be  used  to  combine  smaller  units  into  bigger  ones  to  meet  the 
increasing  demand  of  larger  families,  because  in  most  cases  the 
number  of  units  developed  and  the  anticipated  rental  income  from 
them  was  frozen  to  the  bonding  commitments  used  to  finance  construc- 
tion. 

Generally  speaking,  the  inability  to  deal  with  long-deferred 
maintenance  problems  and  the  high  cost  of  rehabilitation  represent 
a  grave  threat  to  the  solvency  of  some  projects.   Formerly  serviceable 
units  are  abandoned  as  unlivable,  and  palliative,  "band-aid"  type 
of  repair  keeps  breaking  down  and  driving  costs  up.   In  1970  the 
Joint  Urban  Affairs  Committee  of  the  Massachusetts  Legislature  re- 
ported four  housing  authorities  in  the  state  on  the  verge  of  bank- 
ruptcy, partly  because  of  repair  costs  and  the  lack  of  monies  to 

(4) 
return  deteriorated  units  to  full  service.     That  condition  is  not 

(5) 
unique  to  Massachusetts. 

Rent  and  Income  Policies 

The  major  source  of  funds  for  maintaining  state  and  federal 
public  housing  is  the  rents  which  are  based  on  the  tenant's  income 
regardless  of  the  size  or  quality  of  the  living  unit.   (Recent 
state  and  federal  laws  limit  rent  to  25%  of  a  tenant's  income.) 
Also,  most  LHA's  maintain  maximum  income  levels  beyond  which  tenants 
are  technically  not  eligible  for  public  housing.   However,  the 
income  limits  are  often  not  enforced.   Many  tenants,  especially 
long-time  tenants,  remain  in  public  housing  after  their  income 
has  exceeded  the  formal  limits,  in  recognition  of  the  difficulty  of 
finding  suitable  housing  in  a  tight  market.   Rent  is  adjusted  upwards 
to  reflect  the  increased  income.   These  "over-income"  tenants  of 
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moderate  and  sometimes  almost  middle- income  help  subsidize  the 
majority  who  are  low- income. 

On  the  other  end  of  the  income  range,  public  housing  tenants 
who  are  welfare  recipients  in  other  states,  report  that  the  public 
housing  agencies  "fix"  rent  levels  for  welfare  tenants  with  the 

■ 

welfare  department,  and  the  tenants  suffer  a  loss  of  income  they  would 

(6) 
otherwise  have  if  the  rents  were  bas^d  on  real  income.     Public 

housing  rents  have  also  been  adjusted  upward  if  children  are  employed. 
In  addition,  disparities  have  occurred  between  rents  in  federal  and 
state  projects.   Because  federal  subsidies  are  higher,  minimum  rents 
are  lower  than  in  some  state  projects.   Although  some  of  these  latter 
practices  have  recently  been  outlawed  by  new  state  and  federal  regula- 
tions, rent-income  schedules  continue  to  be  a  constant  source  of 
irritation  to  most  public  housing  tenants. 

The  graded  rent  system  has  been  almost  universally  attacked 
on  the  grounds  that  it  is  punitive  and  operates  as  a  disincentive 
toward  families  trying  to  improve  themselves.   It  also  tends  to 
remove  the  more  highly  mobile  tenant  leadership  from  public  housing, 
those  whose  income  may  be  rising. 

The  difficulties  of  the  graded  rent  system  have  prompted  a  variety 

(7) 
of  proposals  for  replacing  it.     The  most  common  is  the  "space-rate" 

system  which  sets  rentals  according  to  the  size  of  the  unit,  but  pror- 

vides  a  "hardship"  rent  for  families  of  very  low- income.   Another 

proposal  frequently  tendered  is  the  "percentage-system",  i.e.  as  a 

tenant's  income  rises  the  percentage  of  his  income  (rather  than  fixed 

dollars)  charged  for  rent  is  decreased.   Recently,  the  Cambridge 

Modernization  program  requested  the  federal  government  to  allow  the 

use  of  a  modified  "space-rate"  rent  and  to  allow  tenants  with  rising 

<8) 
income  a  two-year  grace  period  before  they  are  declared  ineligible. 
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While  all  Massachusetts  housing  authorities  use  the  graded 
rent  system,  it  is  enforced  sympathetically  for  tenants  whose 
income  reasonably  exceeds  limits.   The  Joint  Committee  on  Urban 
Affairs  found  in  its  survey  of  twenty  LHA's  in  the  Commonwealth, 
that  most  of  the  LHA's  favored  liberalizing  income  limits  to 
officially  allow  over-income  tenants  to  stay.   Many  LHA's  also 
favored  achieving  uniformity  in  income  and  rent  policies  between 
federal  and  state  projects. 

In  the  same  survey,  the  Joint  Committee  also  found  a  great 

disparity  in  the  way  different  LHA's  enforce  the  policy  of  com- 

(9) 
puting  the  income  of  minor  children  in  setting  rents. 

In  short,  the  trend  today  is  toward  an  eligibility  policy 
that  seeks  an  economic  mix  of  tenants,  and  toward  rent  schedules 
that  are  equitable  and  allow  tenants  fuller  benefits  of  increased 
income . 
The  Emerging  Role  of  Tenants 

The  greatest  single  factor  spurring  reform  of  public  housing 
management  is  the  activism  and  organization  of  tenants  in  the  last 
few  years.   There  were  tenant  organizations  as  early  as  the  forties. 
But  many  earlier  tenant  organizations  were  social  clubs  and  were 
often  controlled  by  management.   The  inability  of  tenants  to  influence 
management  actions  changed  rapidly  in  the  sixties.   The  emergence  of 
civil  rights  groups  and  public  and  private  legal  aid  groups  led  to 
organization  of  public  housing  tenants  around  legal  rights.   Local 
community  action  agencies  and  community  organizations  supplied  to 
manpower  and  organizing  expertise  to  rally  tenants  into  new  organiza- 
tions for  non-legal  issues  as  well.   In  Massachusetts 
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the  Commonwealth  Service  Corps  worked  with  tenants  of  public 
housing. 

Issues  around  which  to  organize  were  not  hard  to  find.   Many 
public  housing  tenants  are  dissatisfied  with  maintenance,  frustrated 
over  unserviceable  facilities  such  as  lack  of  good  heating,  disturbed 
about  crime  and  vandalism,  etc.   They  are  particularly  concerned  with 
the  monetary  policies  of  public  housing  authorities  -  i.e.  inequitable 
rent  levels  and  income  policies,  late  charges,  and  charges  for  using 
extra  utilities.   They  are  concerned  about  tenant  selection,  eviction 
and  occupancy  policies  affecting  their  rights  as  leaseholders. 

In  Boston,  Columbia  Point  tenants  organized  around  lack  of  health 
care  and  the  isolation  of  the  project  from  the  rest  of  the  city.   Active 
tenant  groups  exist  in  Cambridge,  Lynn,  and  in  Brockton,  where  recently 
a  rent  strike  was  threatened  at  a  state-aided  veterans'  project  in 
response  to  tenant  dissatisfaction  with  poor  maintenance.   Two  state- 
wide tenant  organizations  speak  on  major  issues  of  interest  to  public 
housing  tenants  around  the  state. 

The  federal  Modernization  programs  provided  impetus  to  emerging 
tenant  organizations  around  the  country,  since  federal  requirements 
called  for  strong  tenant  input  and  policy  roles  in  Modernization 
activities.   Modernization  programs  have  seen  tenant  influence  in 
matters  ranging  from  the  design  and  selection  of  physical  renovation 
priorities  to  formulating  model  leases  and  altering  rent  policies. 

The  most  common  form  of  tenant  organization  is  the  tenant  council 
or  committee  within  each  housing  project  or  within  each  major  building. 
Multiple  groups  are  often  federated  into  a  project-wide  or  city-wide 
body.   The  most  unique  form  of  tenant  organization  is  the  independent 
tenant  management  corporation,  established  as  a  separate,  non-profit, 
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legal entity.   Usually  the  tenant  corporation  is  chartered  to 
provide  and  manage  housing  in  public  projects,  or  to  provide 
housing-related  and  social   services  to  tenants  in  public  hous- 
ing.  In  Rochester,  the  Hanover  Homes  Tenant  Management  Corpora- 
tion was  organized  by  the  tenants  and  outside  housing  groups,  hoping 
to  take  over  management  of  Hanover  Homes ,  the  largest  most  problem- 
ridden  and  ill  managed  housing  project  in  the  city.   In  Boston,  the 
Bromley-Heath  Tenant  Management  Corporation,  with  0E0  funds,  is  the 
only  tenant  group  in  the  country  legally  authorized  to  perform  major 
public  housing  management  functions. 

As  tenant  organization  proceeds,  it  is  obvious  that  it  is  here 
to  stay.   The  basic  issue  confronting  management  is  how  much  real 
control  tenant  groups  will  or  should  have. 

Schermer  and  Jones  in  a  NAHRO  report  on  tenant-management  re- 
lations, succintly  state  the  issue  of  tenant  organization,  "The 
principle  being  enunciated  is  so  obvious  that  it  is  trite.   The 

Question  is  not  whether  to  have  such  an  organization,  but  how  to 

(10) 
develop  it.  " 
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III.    THE  ECONOMICS  OF  PUBLIC  HOUSING 

The  Management- Income  "Squeeze"   (Financing,  Production  and 
Operating  Cycle) 

It  is  axiomatic  that  the  quality  of  the  housing  produced 
inevitably  influences  the  cost  of  maintenance  and  management 
operations.   The  principle  is  nowhere  better  demonstrated  than 
in  public  housing  and  more  recently  in  the  production  of  a  good 
deal  of  the  221(d) 3  housing.   Because  of  political  pressures  for 
housing  the  poor  at  the  lowest  possible  cost,  poor  design  and  construc- 
tion and  poor  materials  characterize  much  public  housing.   Often 
there  are  no  "extra"  features  such  as  closet  doors,  outside  lighting, 
recreation  space,  and  drains  and  gutters.   Hence,  heavy  maintenance 
to  pre-ordained  at  the  time  of  development. 

Initial  construction  estimates  for  public  housing  (and  in  publicly 
subsidized  housing)  are  deliberately  kept  low  in  order  to  meet  federal 
and  state  ceilings  on  unit  cost  and  overall  costs.   Often  in  the  time 
between  arranging  and  approval  of  financing  (whether  FHA,  HAA,  or  the 
newer  subsidy  programs)  the  normal  inflationary  rise  of  labor  and 
materials  renders  the  estimate  inadequate.   So  the  new  housing  commences 
with  estimates  too  low  in  the  first  place.   The  lending  agency  requires 
an  operating  budget  that  barely  meets  the  debt  service  to  maintain  low- 
income  rents  (or  to  meet  at  least  a  substantial  proportion  of  low-income 
rents  as  in  subsidized  private  housing) .   A  low  estimate  of  operating 
costs  is  usually  fine  for  the  first  five  to  ten  years  of  the  mortgage 
or  bonding  obligation,  when  costs  are  minimal.   However  in  later  years, 
the  operating  budget  is  insufficient  to  keep  with  the  increasing  need 
for  maintenance  and  the  inflationary  management  and  financing  costs  over 
the  life  of  the  development.   since  public  housing  authorities  do  not 
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feel  the  pressures  of  a  private  developer  to  maintain  the  marketa- 
bility of  the  housing,  fully  adequate  financing,  even  if  available 
at  the  beginning,  was  not  always  sought.   In  public  housing  there 
has  been  little  demonstrated  effort  to  "protect  the  investment"  with 
adequate  financing,  as  a  private  realtor  would  do  for  subsequent 
re-sale. 

Thus,  the  vicious  financial  cycle;  poorly  designed  structures 
due  to  inadequate  financing,  which  in  turn  keep  operating  budgets 
low,  inhibiting  good  management.   Programmed  obsolescence,  built-in 
high  maintenance,  and  changing  occupancy  groups  producing  unantici- 
pated high  repair  costs  all  ensured  that  public  housing  management 
would  always  be  in  a  financial  "squeeze".   The  "squeeze"  has  caused 
many  LHA's  to  dip  into  reserves  which  were  meant  to  be  used  for  major 
alterations  and  for  covering  debt  service  during  difficult  years. 
This  persistently  poor  relationship  between  production,  financing  and 
operating  costs  affects  almost  all  public  housing  projects,  whether 

federal  or  state.   The  "saueeze"  is  so  severe  that  in  1970,  twenty 
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LHA's  in  the  nation  were  in,  or  near  bankruptcy. 

The  Management- Income  "Squeeze"  (The  Rent-Expense  Cycle) 

The  characteristic  management  response  to  rising  costs  of  repair 

and  maintenance  has  been  to  raise  rent  (up  to  the  25%  maximum  in 

Massachusetts)  and/or  to  demand  prompt  payment  of  rent.   Rent  increases 

work  hardship  on  many  people  just  barely  able  to  make  ends  meet.   When 

payment  is  late  or  the  increase  is  not  paid,  fines  and  late  charges 

imposing  further  financial  hardship  on  those  least  able  to  afford  it 

are  levied.   Tenants  justiably  resent  this;  some  behave  negligently  or 

distructively ,  thus  increasing  repair  costs.   Others  may  not  pay  the 

rent  and  after  a  few  months  skip  out  of  the  project.   Sometimes  rent 
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strikes  occur  in  response  to  negligent  maintenance.   Hence,  manage- 
ment is  left  with  less  income  and  more  vacant  units.   The  income  loss 
decreases  management's  ability  to  meet  costs.   More  often  than  not 
after  a  "skip-out",  extensive  repair  to  the  unit  is  necessary  to  put 
it  back  in  shape.   In  a  large  project  development  rent  payment  and 
vacancies  incurring  income  loss  mount  up  considerably.   If,  on  th4 
other  hand,  a  sensitive  management  follows  a  policy  of  no  eviction  in 
extreme  cases  many  rents  slip  into  arrearages. 

Sometimes  the  pressure  of  tenant  councils  helps  to  minimize  the 
problems  of  non-payers  yet  in  other  cases  non-payment  and  rent  strikes 
seem  justified.   Tenant  co-operatives  in  which  tenant-shareholders 
oversee  costs  are  much  better  able  to  deal  with  errant  tenants  who 
destroy  property,  fail  to  pay  extra  levies,  or  are  late  in  rental 
payments.   With  tenant  involvement  in  setting  rent  policies  and  better 
projected  management  costs  at  the  beginning,  subsidized  private  housing 
surpasses  traditional  public  housing  in  cost  control  and  rent  collection. 
But,  in  public  housing  projects,  the  inability  to  maintain  an  even  dollar 
flow  exacerbates  an  already  serious  financial  "squeeze". 
The  Effects  of  Subsidy  in  Massachusetts 

Of  some  85,000  housing  units  in  Massachusetts  subsidized  by  the 
federal  or  state  government,  about  70,000  units  are  owned,  managed  or 
leased  by  LHA's.   The  rest  are  privately  owned  and  managed  units  with 
federal  or  state  subsidized  mortgaging.   Since  194  8  Massachusetts  has 
expended  over  430  million  in  state-aid  for  housing.   State  aid  alone 
has  produced  30,000  units,  almost  half  of  the  total  public  housing  units, 
plus  a  substantial  portion  of  the  remaining  15,000  publicly-subsidized 
units  under  private  management.   With  an  annual  contribution  of  approxi- 
mately $12  million  in  1970  for  the  veterans  and  elderly  housing,  it  is 
expected  that  the  state  will  expend  about  $16  million  in  1971  for  annual 
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contributions  to  elderly  and  family  housing  .      Despite  these 

expenditures,  state-aided  projects  fare  badly  as  compared  to  federally- 
assisted  public  housing. 

The  federal  government,  through  the  Housing  Assistance  Administra- 
tion (HAA) ,  has  long  followed  a  policy  of  providing  annual  contributions 
to  local  authorities  at  a  level  to  meet  the  "going  rate"  of  interest  on 
the  federal  forty-year  loans  used  for  development.   HAA  also  provides 
additional  yearly  contributions  of  up  to  2%  of  the  development  costs. 
In  housing  for  the  elderly  and  for  persons  displaced  by  public  action, 
the  HAA  provides  an  additional  per  unit  amount  per  year.   Though  all 
debt  service  of  federal  projects  is  not  met  through  the  federal  sub- 
sidy, much  or  most  of  it  is. 

By  contrast,  the  state  subsidy  is  not  as  generous  or  as  flexible 
in  covering  increased  costs  of  borrowing  obligations.   Through  1971 
Massachusetts  annually  paid  to  LHA's  a  fixed  2-1/2%  of  development  costs 
toward  the  debt  service  on  forty-year  bonds  used  to  finance  development 
of  the  veterans'  projects  (Chapter  200).   This  usually  takes  care  of  the 
projects  financed  with  permanent  bonds.   The  Commissioner  of  the  Depart- 
ment of  Community  Affairs  (DCA)  may  also  at  his  discretion  authorize 
an  additional  1-1/2%  in  contingency  payments  when  interest  costs  rise. 
The  contingency  provision  has  been  regularly  used  for  those  projects 
financed  through  temporary  notes.   In  effect,  Massachusetts  often  paid 
a  maximum  of  4%  toward  interest  and  other  financing  costs.   For  projects 
built  after  July  1,  1966,  which  are  mostly  (Chapter  667)  elderly  projects 
the  state  was  authorized  to  pay  up  to  5%  of  the  development  costs  annually 
In  1970  the  legislature  increased  for  one  year  the  rate  of  state  contri- 
butions for  veterans'  projects  from  4%  to  6%  to  meet  the  cost  of  higher 
interest  rates  of  the  past  few  years;  in  1971  that  provision  was  made 
permanent.   Some  LHA's  in  the  state  needed  more  than  6%  during  the  high 
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interest  years;  consequently,  principal  payments  lagged  behind.  With 
lower  interest  rates  (now  around  4%  or  slightly  less)  ,  it  is  intended 
and  hoped  that  the  6%  limit  will  cover  full  debt  service. 

Nevertheless,  the  total  cost  of  temporary  notes  for  many  LHA's 
represents  a  significant  outlay  to  the  state  over  the  years  when  it  is 
considered  that  of  the  $187.5  million  spent  on  development  for  veterans' 
public  housing,  almost  $7  5  million  was  borrowed  through  temporary  rather 
than  permanent  financing.   Hence  approximately  40%  of  developments  costs 
of  all  Chapter  200  housing  is  and  will  continue  to  be  subject  to  a 
fluctuating  interest  factor.   Chapter  667  uses  permanent  bonding  but 
subsidies  are  still  lower  than  federal  elderly  housing.   In  general, 
the  subsidy  disparity  between  state  and  federal  public  housing  programs 
works  severe  hardship  on  the  LHA's  with  Chapter  200  housing. 

For  fiscal  1972  the  state  outlay  for  annual  contributions  to 
Chapter  200  projects  will  be  somewhat  less  than  $6  million;  it  is  ex- 
pected to  be  down  to  $5.6  million  for  fiscal  1973.   But  the  state's 
annual  contributions  for  veterans'  and  elderly  housing  together  will 
increase,  not  decrease  in  future  years,  as  more  elderly  housing  is 
built  and  subsidies  for  all  public  housing  increase. 

More  than  15,000  persons  now  live  in  the  Chapter  200  projects; 
the  $6  million  annual  subsidy  amount  for  those  units  purchases  housing 
at  an  inexpensive  rate  in  dollar  terms.   For  instance,  the  per  unit 
dollar  cost  of  Chapter  200  is  cheaper  than  in  the  rental  assistance 
program  or  in  many  of  the  other  state  subsidized  programs.   But  the 
continuing  outlay  of  dollars  for  public  housing  projects  does  not  have 
nearly  the  social  and  economic  returns  these  other  programs  bring.   The 
other  forms  of  subsidized  housing  help  to  pay  local  property  taxes.   They 
allow  low-income  persons  to  live  in  a  better  physical  environment,  inte- 
grated with  the  general  community,  and  they  place  a  less  concentrated 
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burden  of  poor  families  on  local  schools  and  services. 

As  noted  above,  recent  legislation  brings  state  annual  contribu- 
tions to  LHA's  nearly  to  the  level  of  full  debt  service  for  state- 
aided  projects.   But,  except  for  elderly  housing  there  is  no  guarantee 
that  a  blanket  increase  in  the  state  subsidy  formula  will  reap  signi- 
ficant benefits.   Of  course  it  will  enable  LHA's  to  meet  financial 
obligations,  but  it  is  unlikely  to  produce  any  major  physical  or 
management  changes  in  existing  projects.   Nor  is  subsidy  increase 
likely  to  qualitatively  affect  the  lives  of  tenants.   Given  the  scarcity 
of  housing  dollars,  funds  ought  to  be  used  on  programs  that  offer 
greater  social  and  economic  remuneration  than  is  realized  from  the 
current  status  of  concentrated  public  housing  projects.   If  a  subsidy 
increase  takes  place  in  the  future,  it  should  be  provided  selectively, 
and  linked  to  performance  in  order  to  encourage  change  arid  innovation 
in  public  housing  projects. 
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IV     THE  DIFFICULTIES  OF  TENANT  ORGANIZATION  FOR  MANAGEMENT 

There  is  no  proof  that  tenant  organizations  can  run 
public  housing  projects  any  better  than  present  management. 
The  Bromley-Heath  experiment  has  made  a  notable  start,  but 
the  evidence  is  not  yet  in  on  the  long-range  effectiveness 
of  a  tenant  corporation.   However,  there  is  growing  evidence 
from  projects  around  the  country  with  tenant  groups  involved 
in  Modernization  programs  that  meaningful  involvement  of 
tenants  in  setting  policies  and  procedures  has  resulted  in  better 
rent  collections,  more  equitable  rent  schedules,  better  main- 
tenance and  repair  services,  increased  social  services  for 
tenants,  improved  recreation  opportunities,  and  positive 
general  progress  toward  improving  policies  governing  occupancy  ■ 
rights  and  eligibility.   This  is  not  to  say  the  tenants  alone 
brought  progress;  rather  it  is  to  say  they  perhaps  care  more 
than  management  about  deplorable  conditions  because  they  are 
forced  to  live  among  them,  not  just  work  among  them.   Along 
with  specific  improvements,  tenant  participation  in  management 

functions  has  usually  reduced  tenant-management  hostility  and  has 

(14) 
broadened  mutual  understanding.      Moreover,  in  the  past  few 

years  the  experience  and  expertise  of  tenant  groups  has  increased 
tremendously. 

The  newest  form  of  tenant  organization,  the  tenant  corpora- 
tion, differs  markedly  from  previous  forms.   The  corporation  is 
not  an  association  for  political  or  social  purposes  or  even  for 
planning  alone.   But  it  is  a  tenant-controlled,  legal  body  for  the 
purpose  of  developing  and/or  managing  housing  or  for  providing 
housing-related  services  to  tenants.   Most  often,  it  is  a  non- 
profit body  especially  for  public  housing.   It  may  be  incorporated 
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as  a  co-operative  or  a  consumer's  union,  or  it  may  be  organized 
in  partnership  with  another  business  entity. 

Tenant  corporations  face  major  responsibilities  if  they  are 
to  be  successful.   Since  tenant  corporations  seldom  possess  in- 
house  expertise  in  every  area  needed,  they  must  be  able  to  re- 
cruit and  effectively  utilize  the  skills  of  such  specialists  as 
architects,  lawyers,  planners,  engineers,  financial  and  manage- 
ment experts,  etc.   Furthermore,  since  most  tenant  corporations 
are  non-profit  groups,  they  have  limited  staff  funds  for  building 
up  internal  administrative  and  production  capability  or  for  hir- 
ing outside  talent.   The  more  successful  experiences  of  tenant 
corporations  have  been  those  where  the  tenant  groups  do  not  "go 
it  alone",  but  begin  through  an  affiliation  with  experienced 
housing  sponsors  and  developers.   The  non-profit  sponsor,  usually 
a  church  or  civic  group  has  been  a  common  vehicle,  especially  when 
using  federal  221(d)  3,  235,  or  236  funds. 

The  bulk  of  tenant  activity  in  owning  and  managing  housing 
has  been  through  subsidized  mortgaging  for  new  construction  or 
rehabilitation  of  private  housing.   In  public  housing  projects  the 
record  of  tenant  takeover  of  management  or  ownership  has  been  sparse. 
Among  some  examples  though  are  tenant  co-operatives  in  Wisconsin 
and  Pennsylvania  that  formerly  were  public  housing  projects.   Public 
housing  poses  different  problems  for  the  tenant  corporation  than 
do  newly-constructed  projects  which  usually  start  with  a  selected 
tenant  group  and  adequate  financing.   First,  in  public  housing, 
the  poor  quality  of  much  of  the  housing  stock  and  the  predominance 
of  low- income  tenants  present  financing  obstacles.   In  addition, 
personnel  already  assigned  to  public  projects  -  most  of  whom  have  job 
tenure  -  must  be  dealt  with.   Finally,  the  operating  cost  restrictions 
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of  most  of  the  subsidy  programs  now  in  existence  and  the 
necessity  for  developing  managerial  and  maintenance  capacity 
present  problems  to  tenant  groups.   Consequently,  in  Massa- 
chusetts as  well  as  elsewhere,  there  has  been  justifiable 
reluctance  by  LHA's  to  convey  title  or  assign  management 
functions  of  large  projects  to  tenant  groups.    The  very 
size  of  the  projects  being  negotiated  represents  a  massive 
undertaking  that  few  tenant  groups  are  able  to  readily  handle, 
and  tenants  themselves  do  not  wish  to  manage  un-viable  projects. 

None  of  this  should  imply  that  tenant- controlled  housing 
is  not  feasible.   On  the  contrary,  the  record  shows  it  is. 
But  any  attempt  toward  tenant-controlled  public  housing 
whether  Chapter  200  or  other  units,  must  insure  that  the  develop- 
ment of  management  capacity  is  the  first  order  of  business,  and 

that  financing  arrangements  are  realistic. 
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DESCRIPTION  OF  THE  CHAPTER  200  PROGRAM 

The  first  veterans'  housing  projects,  authorized  by 
Chapter  200  of  the  Massachusetts  General  Laws,  were  built 
in  1948.   Construction  continued  until  late  1952  when  the 
last  projects  were  built  in  Everett,  Waltham  and  Woburn. 
By  1953,  Korean  War  veterans  followed  World  War  II  veterans 
into  the  new  low-rent  projects.   The  state  legislature  had 
authorized  a  bonding  commitment  of  $225  million  to  get  the 
Chapter  200  program  underway.   Not  all  of  this  was  used.   In 
1969,  the  remaining  $37.5  million  bond  authorization  was 
allocated  to  the  Chapter  70  5  program  which  now  provides 
scattered-site  public  housing. 

During  the  five  years  of  construction  over  14,000 
dwelling  units,  contained  in  136  separate  project  areas,  in 
over  100  communities  in  the  state  were  completed  under  Chapter 
200.   Preference  for  admission  was  given  to  veterans  as  long 
as  a  local  housing  need  for  veterans  existed.   The  next  priority 
was  to  families  of  deceased  veterans  whether  wife  or  mother, 
then  persons  displaced  by  public  action.   Fourth  priority  was 
given  to  all  other  residents  of  the  community  in  need  of  low- 
rent  housing  (persons  displaced  by  public  action  now  have 
priority  for  public  housing  admission) . 

Chapter  200  housing  projects  have  been  built  in  various 
forms  -single  family  units,  duplexes  and  triplexes,  row  units, 
and  apartment  buildings.   However,  the  majority  of  the  projects 
either  include  or  are  exclusively  row-type  construction. 

The  average  concentration  of  units  in  a  Chapter  200  project 
is  relatively  low  for  public  housing.   Projects  with  apartment 
buildings  contain  an  average  of  26  units  per  building,  the  largest 
number  being  49  units  per  building  (Washington  Street,  Boston). 
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Row-type  construction  averages  only  four  units  per  building. 
The  average  number  of  buildings  in  a  project  is  31  for  single- 
family  units,  16  for  duplexes,  24  for  row  housing,  and  12  for 
apartment  buildings.   The  largest  number  of  units  in  one  project 
is  in  South  Boston  where  there  are  972  units  in  27,  3-story 
apartment  buildings.   This  is  a  rare  exception,  however.  Most 
projects  contain  50-200  units  of  row-type  housing.   Only  3 
projects  have  apartment  buildings  which  are  higher  than  3  stories. 

Single-family  units  are  typically  1-1/2  stories  in  height, 
woodframes,  with  clapboards.   Duplexes  are  usually  2  story, 
woodframes,  with  clapboards  and  brick  veneer.   Row  housing  is 
2  to  2-1/2  stories  high,  wood frame ,  with  clapboards  and  brick 
veneer.   The  apartment  buildings  are  mostly  3  stories  high, 
constructed  of  masonry  brick.   The  average  percentage  of  veterans' 
housing  to  the  total  of  public  state  and  federal  housing  in  a 
community  is  24.4%.   In  many  communities,  Chapter  200  housing 
is  the  only  form  of  family  public  housing. 

Across  the  state,  construction  costs  per  unit  were  not 
consistently  higher  for  single-family  units  than  for  apartments. 
In  fact,  the  highest  per  unit  cost  was  $18,072  apartments  in 
Chelsea;  the  lowest  was  in  Holyoke ,  $8,776  for  a  row-type  pro- 
ject.  The  average  per  unit  cost  was  higher  for  apartments  than 
for  row  units  and  approximately  equal  for  duplexes,  single-family 
units,  and  apartments. 

Development  costs  ranged  considerably,  depending  on  the 
scope  of  the  project.   Some  communities  built  small  projects 
with  a  development  budget  of  $300,000  or  less.   In  Boston,  over 
$14  million  in  development  funds  went  into  Chapter  200  housing. 
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All  of  the  housing  stock  in  Chapter  200  is  twenty  years 
or  older.   The  stock  has  suffered  much  the  same  poor  repair  and 
maintenance  of  public  housing  everywhere.   Generally,  the  single- 
family  dwellings  are  in  better  shape  than  the  multiple  dwellings 
because  of  tenants'  own  repairs  and  because  the  single-family 
dwellings  are  subjected  to  less  wear  and  tear  due  to  lower  den- 
sities in  the  project  areas. 

Many  characteristics  of  state-aided  Chapter  200  housing  make 
it  uniquely  suitable  for  modernization  and/or  conversion  to 
private  management. 

1.  The  building  structures  are  solid.   In  the  brick  veneer 
and  masonry  type  of  construction,  the  necessity  for  "gutting" 
prior  to  renovation  may  be  minimal  and  much  of  the  woodframe 
dwellings  appear  strong. 

2.  A  good  many  of  the  Chapter  200  projects  are  located  in 
green  settings ,  except  for  those  in  Boston  and  a  few  other 
cities.  As  mentioned  above,  densities  are  relatively  low  for 
public  housing.  In  some  projects,  distance  from  community 
facilities,  making  tenants  largely  dependent  on  cars,  is  a 
problem. 

3.  A  number  of  projects  contain  considerable  amounts  of  un- 
used land  in  project  areas,  some  of  which  is  now  used  for 
recreation  purposes  and  may  not  need  up-grading.   In  addition, 
many  projects  are  laid  out  on  curved  streets  with  walking  paths 
and  yards  interspersed,  rather  than  in  traditional  grid  patterns 
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4.  The  most  prevalent  type  of  Chapter  200  construction, 
mostly  row  type  and  duplexes  having  an  average  of  four 
families  in  a  single  building,  provides  attractive  housing 
design  and  relatively  low  building  densities.   The  almost 
singular  lack  of  high-rise  construction  in  Chapter  200  housing 
commends  the  projects  for  continued  long  occupancy  by  families. 

5.  Chapter  121B  provides  that  public  housing  projects,  or 
parts  of  projects,  can  be  sold  below  market  value,  providing 
bonding  obligations  are  met  by  sales  receipts.   In  effect, 
the  projects  may  be  sold  for  the  outstanding  bond  obligations. 
A  cursory  glance  at  the  outstanding  financial  obligations  of 
many  of  the  Chapter  200  projects  indicates  multiple  living 
units  might  be  purchased  for  as  low  as  $3,000  up  to  about 
$10,000  per  unit.   Single  family  homes  cluster  near  the  $10,000 
figure.   Accounting  for  unit  size,  this  compares  rather  favorably 
with  per  unit  cost  before  rehabilitation  in  the  private  sector. 
Since  land  costs  were  included  in  development  financing,  land 
costs  may  be  minimized  for  a  group  purchasing  a  public  project 
and  planning  rehabilitation.   Of  course,  in  a  few  communities 
where  bonds  have  not  be  redeemed  on  a  consistent  annual  basis, 
per  unit  cost  based  on  outstanding  obligations  remains  higher. 
Overall,  there  seem  to  be  development/rehabilitation  bargains 

in  much  of  the  state  Chapter  200  housing. 
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CHAPTER  200 
Veterans'  Housing 
NUMBER  OF  PROJECTS  BY  TYPE  OF  STRUCTURE  AND  NUMB!  I  OF  UNITS 
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An  understanding  of  the  potential  for  converting  Chapter  200 
housing  would  be  imcomplete  without  some  idea  of  tenant  character- 
istics. 

No  aggregated  data  exists  on  tenant  characteristics  for  the 
state  as  a  whole.   In  order  to  get  a  general  idea  of  present 
tenancy  patterns,  the  status  review  sheets  for  Chapter  200  housing 
in  ten  communities  were  briefly  reviewed.   The  ten  communities  are: 
Boston,  Quincy,  Lynn,  Worcester,  Waltham,  Brookline,  Lawrence, 
Wellesley,  Bedford  and  Easthampton.   The  tnends  drawn  from  these 
ten  reviews  are  in  no  way  definitive  of  tenant  patterns  in  the  state 
as  a  whole.   That  would  require  a  refined  methodology  and  review  of 
all  communities.   However,  the  ten  communities,  including  major 
cities,  provide  a  basis  for  understanding  who  lives  in  Chapter  200 
housing.   The  following  patterns  can  be  seen: 

1.   While  most  of  the  tenants  are  veterans  or  veteran- 
related,  up  to  one-third,  especially  in  the  cities,  are 
not.   As  local  housing  needs  for  veterans  decreased  over  the 
years,  the  projects  were  opened  to  a  more  general  occupancy. 
The  percentage  of  veterans  is  lower  in  Boston  than  elsewhere. 
In  half  of  the  communities,  elderly  occupy  living  units  that 
formerly  were  family  units.   In  smaller  communities  and  in  a 
few  projects  in  Boston,  the  length  of  occupancy  of  veterans 
and  their  families  is  unusually  long.   No  hard  data  is  at  hand, 
but  there  are  indications  that  some  families  have  resided  in 
Chapter  200  housing  for  ten  or  fifteen  years.   Since  many  of  the 
tenants  are  not  veterans,  or  their  status  as  veterans  has  little 
to  do  now  with  a  need  for  low-rent  housing,  it  is  more  accurate 
to  view  the  program  simply  as  state-aided  public  housing  for 
families. 
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2.  Most  tenants  are  employed.   The  remaining  tenants, 
those  receiving  some  form  of  public  assistance  or  pension 
range  from  about  30%  of  all  tenant  families  in  Worcester 
and  Waltham  and  50%  in  Lynn,  to  a  high  of  60%  in  a  few  state 
projects  in  Boston.  Quincy  and  Lawrence  show  lower  percentage 

of  welfare  families ,  as  do  the  small  towns  and  cities  in  the 
survey  conducted.   Most  of  the  unemployable  tenants  receive 
AFDC.   Others  receive  old-age  assistance  and/or  veterans' 
disability  or  social  security  pension.   The  proportion  of  AFDC 
families  in  state  projects  ia  much  lower  than  in  federal 
projects  in  Massachusetts.   There  are  indications  that  AFDC 
tenants  in  state  housing  may  be  concentrated  in  specific  pro- 
jects rather  than  dispersed. 

3.  Tenant  income  ranges  from  less  than  $2,000  (mostly  elderly) 
to  over  $14,000  in  some  cases.   Generally,  as  in  most  public 
housing,  the  incomes  of  tenants  cluster  between  $3,000  and 
$7,000.   The  ten  communities  surveyed  reported  tenants  who 
exceeded  the  income  limits  but  still  remain  in  public  housing. 

The  percent  of  those  over  the  income  limits  was  about  25%  overall, . 

with  slightly  higher  percentages  over  income  in  the  more  affluent 

communities  and  small  towns.   In  Boston  the  percent  of  tenants 

in  Chapter  200  housing  over  the  income  limit  is  at  least  13%. 

Income  limitations  differ  for  each  community,  are  adjusted  to 

reflect  size  of  family,  and  are  lower  for  initial  occupancy 

than  for  continued  occupancy.   (In  public  housing  in  Massachusetts 

families  earning  $9,000  per  year,  regardless  of  family  size 

are  usually  considered  technically  over-income.   The  ten  communities 

surveyed  all  showed  some  over-income  families  who  earn  more  than 

$9,000  per  year.)   Communities  such  as  Quincy  and  Wellesley  showed 
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the  percent  of  tenants  over  income  exceeding  25%  of  all 
tenants;  one  project  in  Waltham  showed  that  slightly 
better  than  50%  of  the  108  families  in  the  project  are  in 
excess  of  the  current  income  limitations.   These  figures 
generally  mean  that  comparable  private  housing  in  the 
community  is  probably  more  expensive  than  the  over- income 
tenants  also  suggest  that  present  income  limitations  may 
be  unreal istically  low  compared  to  what  tenants  can  really 
afford  elsewhere. 

4.   The  average  rent  charged  for  state  housing  in  the  ten 
communities  was  low,  as  would  be  expected.   The  lowest 
average  rent  charged  was  $57  per  month  compared  to  a  high 
average  of  $85  per  month  in  one  project  in  Lynn.   The 
average  rents  clustered  around  $65  to  $75  per  month.   Of 
course,  those  with  lowest  income  may  pay  below  the  average, 
less  than  $57  per  month;  those  who  are  over-income  pay  a 
great  deal  more,  in  some  cases  perhaps  $200  per  month.   Al- 
though over-income  tenants  usually  pay  higher  rents,  a  rent 
average  is  not  always  directly  correlated  with  high  numbers 
of  over-income  tenants.   On  the  contrary,  some  communities 
with  few  over- income  tenants  (up  to  the  25%  limit)  seem  to 
charge  higher  rents  because  of  operating  expenses  for  the 
project  than  projects  with  lower  operating  expenses  but 
with  tenants  who  are  substantially  over-income. 

A  more  refined  and  comprehensive  survey  of  state  housing 


tenants  should  be  conducted  to  identify  tenant  and  income 
characteristics.   But  the  survey  conducted  here  offers  the 
following  data  for  consideration  in  attempting  new  forms  of 
management  or  ownership: 
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1.   The  tenancy  in  state  public  housing  may  be  more  ^stable 
than  the  general  public  housing  population  throughout  the 
country,  as  evidenced  by  the  frequency  of  lojic^tejnn  jtenancy 
and  the  presence  of  over- income  tenants  who  have  remained 


in  state  housing.   Furthermore,  proprietory  attitudes,  i.e., 
caring  for  the  living  units  and  grounds  maintenance  and 
actually  performing  self-help  repair  seem  to  be  more  in 
evidence  in  state  housing  than  in  federally-aided  projects. 

2.  Since  the  majority  of  tenants  are  obviously  in  the  low- 
income  category  any  conversion  or  change  that  involves  new 
financing  for  rehabilitation  or  construction  will  inevitably 
increase  rents  beyond  the  ability  of  the  large  majority  of 
tenants  to  pay.   Therefore  a  variety  of  rent  supplement 
programs,  sweat  equity  schemes,  and  other  forms  of  assistance 
or  earned  ownership  will  have  to  accompany  changes  in  the 
present  ownership. 

3.  A  fair  number  of  present  Chapter  200  tenants  have  the 
ability  to  pay  a  moderate- income  rental.   Many  are  now  paying 
it;   some  are  not  but  only  because  in  some  communities  the 
rent- income  schedules  may  not  be  rigid  or  equitably  applied. 
With  rental  assistance,  some  of  the  state  projects  could  be 
converted  to  private  ownership  having  a  tenant  population 
with  incomes  between  $6,000  and  $12,000. 
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VI   A  RATIONALE  FOR  CHANGING  THE  CHAPTER  200  PROGRAM 

Like  much  public  housing,  the  Chapter  200  program  must 
serve  a  rapidly-changing  clientele.   To  do  so  effectively 
requires  strategies  designed  to  maximize  tenant  choice  and 
to  encourage  tenant-responsive  management,  and  to  produce 
housing  that  is  financially  self-sustaining.   The  following 
specific  assumptions  underlie  the  alternatives  presented  in 
the  remaining  sections  of  this  report: 

1.  The  difficult  social  and  financial  history  of 
public  housing  will  not  change  unless  restrictive  occu- 
pancy and  economic  policies  are  altered  to  provide  incen- 
tives for  tenants  to  improve  themselves,  and  to  generate 
greater  income  for  meeting  operating  costs. 

2.  The  subsidy  method  for  Chapter  200  is  geared  to  the 
status  quo;  it  should  be  coordinated  with  the  comprehensive 
state  housing  program  now  in  progress. 

3.  Development  financing  for  Chapter  200  has  proven  to 
be  unnecessarily  costly  and  ways  should  be  explored  to 
re-organize  existing  obligations. 

4.  Tenant  participation  is  nationally  recognized  as  in- 
tegral to  good  housing  operations;  yet,  in  many  of  the  Chapter 
200  projects,  tenant  organization  is  minimal  or  non-existent. 
LHA's  should  be  encouraged  to  support  tenant  organization. 

5.  Statutory  policy  on  tenant  participation  in  public 
housing  is  neutral;  it  should  be  changed  to  a  policy  that 
will  stimulate  and  support  tenant  involvement. 

6.  The  state  Modernization  program,  if  used  on  a  widespread 
basis  and  implemented  comprehensively,  can  go  beyond  physical 
modernization  to  achieve  a  variety  of  management  innovations 
in  public  housing. 
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7.  Tenant  ownership/management  of  Chapter  200  housing 
is  desirable  in  many  cases,  and  disposal  of  much  of  the 
housing  to  private  auspices  is  preferable  to  continuation 
under  public  auspices. 

8.  Not  all  tenants  desire  or  have  the  ability  to  acquire 
ownership  or  management,  and  some  management  situations  may 
be  financially  untenable  whether  under  public  or  private 
auspices.   Therefore  tenant  ownership/management  must  be 
selectively  utilized,  in  sound  housing  situations  only. 

9.  Most  LHA's  have  not  been  oriented  toward  future  planning 
or  toward  the  re-development  potential  of  housing  projects, 
preferring  to  view  public  housing  management  as  an  administra- 
tive process.   This  attitude  should  be  discouraged;  public 
housing  projects  should  be  viewed  as  resources  for  improving 
the  quality  of  life  and  economic  circumstances  of  the  tenants 
and  in  some  cases  as  potential  means  for  revitalizing  surround- 
ing areas  and  for  expanding  community  facilities  and  their 
uses. 

10.  Lastly,  dramatic  changes  in  the  Chapter  200  housing 
program  are  needed  to  bring  benefits  to  tenants  in  the  form 
of  better  housing.   In  addition,  new  strategies  should  be 
devised  that  can  decrease  the  financial  burdens  upon  the  state, 
increase  tax  yields  for  local  communities,  decrease  administra- 
tive cost  burdens,  and  spur  social  and  economic  opportunities 
for  tenants  so  that  housing  becomes  a  resource  to  them  beyond 
shelter  needs. 
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ALTERNATIVES  TO  THE  PRESENT  SYSTEM 
Alternatives  to  Present  Occupancy  Policies 

This  report  endorses  the  recommendations  pertaining  to 
occupancy  of  state-aided  public  housing  made  by  the  Joint 
Committee  on  Urban  Affairs  in  1970.   The  following  specific 
recommendations  should  be  considered  also: 

1.  The  legal  rights  of  tenants  should  be  clearly 
defined  and  promulgated. 

2 .  The  income  of  minors  should  not  be  computed  in 
determining  eligibility.   It  is  too  sporadic,  its 
inclusion  can  work  hardship  on  a  family  when  minors' 
income  goes  down,  and  its  computation  on  a  regular 
basis  may  not  be  worth  the  administrative  costs  involved. 
The  inclusion  of  minors'  income  in  determining  rents 
forces  some  families  to  lie  in  order  to  avoid  a  higher 
rent;  those  that  report  minors'  income  incur  a  higher 
rent  thereby  being  penalized  for  their  honesty. 

3.  The  present  income  limitations  in  state  projects 
should  be  formally  liberalized  to  include  moderate- 
income  tenants  and  to  pursue  a  policy  of  trying  to 
achieve  an  economic  "mix"  of  tenants.   This  would 
recognize  what  is  now  a  fact,  that  many  over-income 
are'aiiowed  to  remain  in  public  housing. 

4.  Uniform  income  limitations  and  rent  policies  should 
be  implemented  throughout  the  state,  adjusted  only  for 
family  size  and  major  differences  in  cost  of  living  in 
particular  communities. 

5.  Residency  requirements  for  admission  to  public  housing 
should  be  eliminated  immediately.   They  may  be  unconstitu- 
tional.  Since  the  state  finances  the  program,  all  citizens 
of  the  state  should  have  access,  regardless  of  place  of 
residency.   Residency  requirements  tend  to  encourage  con- 
centration of  the  poor  in  communities  with  less  stringent 
residency  laws. 

6.  The  state  public  housing  program  should  adopt  a  numerical 
waiting  list  policy  to  be  applied  uniformly  throughout  the 
state.   Admission  would  then  be  decided  primarily  on  the  basis 
of  time  of  application  and  the  size  of  the  unit  needed. 

7.  Rent-setting  methods  should  be  examined  and  alterna- 
tives to  the  graded  rent  system  should  be  adopted.   Further- 
more, the  annual  review  of  rents  and  income  should  be  dropped 
in  favor  of  a  biennial  review  as  is  now  informally  done  in 
some  cases;   except  that  when  tenants'  income  has  declined 
during  the  two  year  period,  the  rent  be  adjusted  downward, 

as  appropriate. 
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8.   The  program  should  establish  a  non-punitive  model 
lease  that  will  be  in  standard  use  in  every  housing 
authority  throughout  the  state.   Boston  is  now  considered 
a  model  lease. 

Alternatives  to  the  Present  Subsidy  Policy 

It  is  widely  agreed  that  the  state  subsidy  should  be 
designed  toward  meeting  full  debt  service  for  state-aided 
projects.   However,  a  policy  of  merely  increasing  the  state 
subsidy  has  serious  weaknesses.   Many  of  the  state  projects 
were  unwisely  financed  in  the  beginning,  and  the  poor  financial 
condition  of  some  local  authorities  is  due  as  much  to  poor 
management  as  to  an  inadequate  state  subsidy.   An  increase  in 
the  state  subsidy  will  not  bring  about  dramatic  financial 
and  managerial  changes  in  the  way  projects  are  run.   Moreover, 
increasing  subsidies  to  existing  Chapter  200  projects  diverts 
scarce  housing  funds  from  the  implementation  of  other  valuable 
state  housing  policies  and  programs,  such  as  scattered-site 
developments,  to  rental  assistance,  new  MHFA  construction,  and 
elderly  housing.   However,  in  recognition  of  the  dire  financial 
straits  of  some  state-aided  projects,  additional  subsidies  are 
necessary.   They  can  be  used  as  incentives  for  reforming  state- 
aided  public  housing  in  the  following  ways : 

1.  A  general  policy  of  subsidy  formula  increase  should 
apply  only  when  the  state  determines  a  condition  of  near 
bankruptcy  exists  in  a  LHA. 

2.  As  a  matter  of  policy,  subsidy  formula  increases 
should  go  only  to  LHA's: 

-that  have  specific  plans  for  converting  some  housing 
to  alternate  management  and  ownership  auspices  in  the 
near  future. 
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•that  clearly  demonstrate  by  past  performance  an 
ability  to  use  the  rental  assistance  and  scattered- 
site  method  of  meeting  low-rent  housing  needs.   The  locality 
should  demonstrate,  if  possible,  how  high  densities  in 
projects  can  be  reduced. 

-that  have  specific  plans  for  creating  large  family 
units  under  the  rental  assistance  plan  or  other  plans, 
or  if  legally  and  financially  possible,  in  present  projects, 
-that  have  demonstrated  a  clear  commitment  to  increasing 
the  supply  of  needed  low  and  moderate  income  housing  in 
their  community  by  utilization  of  various  state  and  federal 
programs . 

3.  Federal  subsidy  should  be  sought  for  those  state  pro- 
jects with  substantial  numbers  of  elderly  living  in  them. 
This  might  be  done  in  two  ways : 

-Explore  the  possibilities  of  federal  takeover  of  whole 
projects  or  specific  parts  of  projects  containing  elderly. 
-Explore  the  possibility  of  federal  subsidies  on  a  per 
unit  basis  as  is  now  done  in  federally-aided  elderly 
housing. 

4.  The  state  should  attempt  to  convert  present  temporary 
note  obligations  for  public  housing  to  long-term  bonds 
under  state  housing  borrowing  programs  or  to  general  ob- 
ligation bonds.   This  would  avoid  the  costs  of  higher 
interest  rates,  should  they  occur  in  any  given  year.   The 
conversion  to  long-term  bonds  might  be  done  through  a  state 
centralized  bonding  agency  which  as  been  suggested  in  the 
past  year. 
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This  might  require  amendments  to  the  Chapter  200 

development  contracts. 
Modification  in  the  Modernization  Program 

Massachusetts  has  only  recently  inaugurated  the  state 
Modernization  program.   Program  regulations  were  issued  by 
DCA  in  March,  1971.   Twenty-three  communities  have  already 
been  designated  as  recipients  of  Modernization  grants  and 
will  soon  be  starting  their  programs.   Around  the  country, 
the  federal  Modernization  efforts  have  produced  some  inno- 
vative responses  from  LHA's  and  from  tenants,  especially  in 
the  area  of  management  policies  and  practices.   In  Atlanta 
and  Philadelphia,  a  long  time  was  spent  on  organizing  tenants 
and  preparing  them  for  the  program  before  actual  proposals 
were  drafted.   The  Tenant  Senate  in  Cambridge's  Moderniza- 
tion program  is  seeking  new  changes  in  management  policies 
governing  rent  setting,  lease  rights,  and  income  policies. 
In  communities  throughout  the  nation,  Modernization  is  being 
used  as  a  vehicle  for  physical  upgrading  of  structures,  liv- 
ing units,  grounds,  and  most  importantly,  for  the  implementa- 
tion of  new  management  procedures.   It  is  hoped  that  the  Massa- 
chusetts Modernization  efforts  will  have  a  similar  impact. 
However,  the  present  regulations,  though  inclusive  of  a  full 
range  of  activities  contemplated  under  Modernization,  are 
vaguely  written.   The  provision  in  the  state  regulations 
calling  for  tenant  organization  in  Modernization  is  Section 
3(h)  which  refers  to  Chapter  121B  for  defining  a  tenant  organi- 
zation, and  Section  4A  which  says  in  part,  "The  authority  and 
the  tenants  shall  establish  a  process  whereby  tenants  will 
fully  participate  in  the  planning  and  execution  of  the  management 
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program."   Nowhere  is  the  "process"  defined,  and  Chapter  121B 
is  not  instructive  on  what  constitutes  a  tenant  organization. 

The  commitment  of  the  state  to  local  flexibility,  if  that 
is  the  intent  of  the  loose  guidelines,  is  laudatory.   However, 
since  the  vagueness  of  the  guidelines  could  lend  themselves  to 
misinterpretation  and  do  not  set  performance  criteria  for 
assessing  the  quality  and  effectiveness  of  Modernization  efforts, 
the  guidelines  should  be  amended.   If  Modernization  were  involved 
only  with  physical  aspects  of  public  housing,  performance  stan- 
dards beyond  health,  safety,  and  spatial  and  design  factors  might 
not  be  critically  needed.   If  tenant  groups  in  the  state  were 
all  well-organized,  skilled,  and  experienced  in  Modernization 
activities,  perhaps  performance  standards  might  not  be  critical. 
But  neither  is  the  case  at  the  present  time. 

In  order  to  provide  the  Modernization  program  with  a 

good  start  and  a  minimum  of  confusion,  and  to  provide  LHA's 

and  tenants  with  means  for  achieving  good  organization  in 

Modernization,  the  following  recommendations  are  made: 

1.   The  Modernization  program  guidelines  should  be  amended 
as  a  first  order  of  business  with  the  DCA  Advisory  Committee 
on  Regulations,  which  includes  state  officials  and  repre- 
sentatives of  the  Massachusetts  Union  of  Public  Tenants 
and  the  Massachusetts  Association  of  Public  Housing  Authority 
Directors. 

The  following  amendments  to  current  Modernization  re- 
gulations are  recommended: 

-Adequate  time  and  assistance  should  be  given  by  LHA's 
to  new  tenant  groups  involved  in  xModernization.   LHA's 
should  report  to  the  Department  of  Community  Affairs 
which  forms  of  assistance  are  being  given  to  tenant 
groups,  including  but  not  limited  to  meeting  space, 
staff  assistance,  funds  for  tenant-hired  specialists , etc. 
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-Without  determining  the  local  structure  for 
tenant  involvement  in  Modernization,  the  LHA 
should  demonstrate  the  representation  of  the 
following  groups  in  proportion  to  their  re- 
presentation in  projects  to  be  modernized; 

^elderly 

/-youth  between  ages  16-21 

-large  families,  with  five  or  more  children 
-tenants  in  the  project  less  than  two  years 
-tenants  living  in  various  types  of  buildings, 

such  as  single  family  units,  row-houses,  and 

apartments. 

-In  the  event  the  determination  of  legitimate  tenant 
organizations  is  an  issue,  the  Department  of  Commu- 
nity Affairs,  not  the  LHA  as  defined  in  Chapter  121B 
should  recognize  legitimate  tenant  organizations, 
providing  there  shall  be  no  more  than  two,  as  the 
law  now  provides. 

-All  tenants  over  the  age  of  18  living  in  a  project 
should  be  allowed  an  opportunity  to  approve  or  re- 
ject Modernization  proposals  in  a  form  such  as  a 
referendum,  or  other  voting  procedure  to  be  esta- 
blished in  the  Modernization  program.  Present  re- 
gulations call  only  for  a  majority  vote  of  tenants 
present  and  voting  at  a  meeting  of  which  they  have 
been  given  proper  notice. 

-The  LHA,  as  reflected  in  their  Modernization  pro- 
posals submitted,  should  explain  how  the  duly  elected 
tenant  representatives  participated  in  the  fashioning 
of  proposals.   Such  explanations  should  cover  the 
following  steps  in  the  proposal  development  process: 

-how  physical  priorities  were  decided  on  and 
adopted. 

-degree  of  tenant  involvement  in  preliminary 
appraisals  of  need  and  design  of  alterations, 
repairs,  replacements  or  rehabilitation  of 
buildings,  living  units,  equipment,  facilities 
and  grounds,  and  public  areas. 

-degree  of  tenant  involvement  in  final  proposals. 

-how  agreed-upon  changes  will  improve  the  project. 

-evidence  of  bidding  procedure  and  tenant  involve- 
ment in  formulation  of  bidding  procedure  and  acceptance 
of  bids. 

-degree  of  tenant  involvement  in  contractor  selection, 
work  items  and  scheduling,  and  monitoring  of  contractor 
performance. 
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-evidence  of  tenant  involvement  in  securing 
jobs  and  positions  for  tenants  with  contractors 
performing  modernization  work. 

2.   The  present  regulations  refer  primarily  to  physical 
modernization.   Regulations  will  soon  be  developed 
governing  non-physical  aspects  (management  practices  and 
policies)  in  consultation  with  statewide  tenants' 
groups.   Performance  standards  for  review  and  changes 
in  management  practices  and  policies  in  the  following 
specific  areas  are  also  desirable: 

-policies  governing  selection,  admission,  and  evic- 
tion. 

-clarification  and  promulgation  of  tenant  rights 
including  privacy,  grievances,  and  appeals. 

-review  of  existing  leases  and/or  formulation  of 
new  leases. 

-policies  governing  income  limitations. 

-policies  governing  rent  schedules  and  alternative 
methods  for  determining  rents . 

-policies  governing  extra  levies  and  late  charges. 

-practices  for  periodic  income  reviews  and  procedures 

-living  unit  inspections. 

-physical  security  procedures  and  personal  safety 
programs  for  the  project  areas. 

-tenant/management  responsibilities  in  such  matters 
as  garbage  disposal  and  pickup,  grass-cutting,  snow- 
shoveling,  maintenance  of  yard  and  hallways,  and 
other  such  duties . 

-practices  for  policing  and  supervision  of  recreation 
areas. 

-programs  providing  health,  recreation  and  social  and 
economic  services . 

-programs  improving  transportation  and  access  to  the 
general  community  for  project  residents. 

-progress  toward  tenant  employment  in  Modernization 
efforts  and  in  continuing  management  functions  after 
Modernization  implementation  has  occurred. 
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Alternatives  Through  Tenant  Participation 

LHA's  should  not  await  tenant  action  or  protest  before  in- 
volving tenant  groups  in  management  activities  and  decisions. 
Many  LHA's  encourage  tenant  participation,  but  many  do  not. 
Citizen  participation  is  a  formal  part  of  program  requirements 
in  many  community  development  and  housing  programs  such  as  Model 
Cities,  Community  Action  Programs,  Neighborhood  Development  Pro- 
grams, etc.   Housing  programs  such  as  MHFA  Section  236  subsidies 
and  Turnkey  III  projects  require  that  program  managers  and/or 
developers  must  have  a  plan  that  demonstrates  tenants1  opportunities 
for  participation  in  management.   In  public  housing,  only  Moder- 
nization grants  require  tenant  participation  as  a  matter  of  policy. 

1.   State  Policy  Recommendation 

As  a  matter  of  general  state  policy  the  following  is 
recommended : 

-At  least  one  tenant  representative,  to  be  recommended 
by  the  tenants  in  public  housing,  should  be  appointed 
to  the  board  of  every  LHA  in  the  state  which  currently 
owns  and  manages  state-aided  public  housing  projects. 
The  LHA  will  determine  means  for  tenants  to  make  re- 
commendations to  the  appointing  authority,  and  the  LHA 
will  effect  such  changes  as  are  necessary  to  insure 
that  any  compensation  received  by  a  tenant  board  member 
will  not  be  a  bar  to  continued  occupancy. 

-In  every  public  housing  project  in  the  state  receiving 
an  annual  contribution  from  the  state  and  having  at  least 
fifty  families  or  households,  and  in  those  projects  hav- 
ing less  than  fifty  families  or  households  where  such  projects 
can  be  combined  to  make  up  at  least  fifty,  there  shall  be 
a  tenant  organization,  recognized  by  the  LHA.   The  tenant 

organization  shall  exist  for  the  purpose  of  participating 
in  and  reviewing  the  overall  policies  and  procedures  and 
programs  in  the  management  of  public  housing  projects.   It 
shall  be  the  responsibility  of  the  LHA  to  insure  the  creation 
of  tenant  organizations,  and  the  LHA  shall  provide  assistance 
to  tenants  in  the  formation  of  their  organization.   Such 
organizations  are  to  be  wholly  tenant-controlled  and  shall 
have  the  right  to  enter  into  agreements  with  the  LHA. 
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Tenant  participation  as  mandatory  part  of  state  housing  policy 
may  require  legislative  amendments  to  Chapter  12 IB.   If  the  Moderni- 
zation program  can  develop  and  adopt  regulations  and  performance 
standards  governing  tenant  participation,  they  could  form  a  basis  for 
preparing  legislative  amendments  to  have  general  application  through- 
out the  state. 

A  policy  of  tenant  participation  in  management  to  be  applied 
throughout  the  state  would  be  evidence  that  the  Commonwealth  re- 
cognizes the  right  of  those  living  in  public  housing  to  influence  the 
management  decisions  which  affect  their  lives. 
2.   Technical  Assistance 

Without  adequate  assistance  it  is  unlikely  that  most 
tenant  groups  throughout  the  state  will  be  able  to  organize 
effectively  or  that  all  LHA's  will  have  the  means  to  effec- 
tively involve  tenants  in  policy-making  and  review.  To  those 
ends  the  following  is  recommended : 

The  Department  of  Community  Affairs  (DCA)  should  establish 
a  program  to  provide  technical  assistance  in  all  pertinent 
areas  of  public  housing  management  for  the  purpose  of  assis- 
ting LHA's  and  tenants  to  achieve  tenant  participation  in 
the  operations  and  management  of  public  housing  projects. 
Such  a  program  of  technical  assistance  would  have  two  broad 
goals : 

-to  develop  the  organizational  and  managerial  capacity  of 
tenant  groups  to  effectively  handle  public  housing  re- 
sponsibilities in  concert  with  the  LHA. 

-to  assist  tenant  groups  as  appropriate  in  the  formation 
and  development  of  corporations  and  other  means  for 
achieving  ownership  and  management  of  living  units  now 
under  public  management.  . 

In  1970  DCA  conducted  a  course  in  Housing  Management  Training 
for  public  and  private  non-profit  managers.   It  covered  a  variety  of 
topics  including  tenant  participation  and  tenant  relations.   This 
experience  could  be  a  nucleus  for  an  expanded  year-round  effort  to 
provide  formal  courses  and  training  and  day-to-day  assistance  to 
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tenants  and  LHA's 

Such  a  program  of  technical  assistance  could  probably  be 
financed  from  DCA  funds,  from  federal  sources  as  a  demonstration 
effort,  and  by  using  technical  experts  from  various  agencies  of 
state  government. 

Technical  assistance  personnel  would  be  needed  in  many  areas 
such  as  state  housing  regulation  specialists,  tenant-relations 
specialists,  financial  and  accounting  personnel  familiar  with 
publicly  subsidized  housing,  property  management  and  appraisal 
specialists,  maintenance  and  repair  specialists,  plus  housing 
planners,  developers,  and  construction  and  rehabilitation  specialists. 
Public  agencies  could  provide  personnel  in  social  services,  education, 
manpower,  health  and  safety,  physical  security,  day-care,  credit 
unions,  etc.  -all  various  aspects  of  comprehensive  public  housing 
management. 

3.   Types  of  Tenant  Participation  in  Management 

There  are  many  ways  that  tenants  can  participate  in 
management,  and  they  are  as  diverse  as  there  are  public  housing 
projects.   Three  broad  categories  of  tenant  participation  in 
management  activities  are  currently  in  use  in  various  parts  of 
the  country.   Their  use  is  suggested  for  application  to  the 
projects  in  Chapter  200  and  other  public  housing, 
a)  Joint  Management  Roles 

Joint  activities  seldom  mean  that  tenant  organizations 
share  equally  in  managing  projects.   The  LHA  retains  legal 
and  administrative  management  responsibility.   But  in  many 
of  the  Modernization  efforts  throughout  the  country  there  are 
tenant-LHA  arrangements  for  joint  decision-making.   Tenants 
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are  in  an  advisory  capacity  to  the  LHA  or  hold  voting  power 
over  specific  aspects  of  Modernization;  tenants  determine 
social ,  economic ,  and  educational  programs  operating  in  the 
projects. 

Joint  tenant-LHA  roles  usually  mean  some  jobs  for 
tenants  in  administration,  in  maintenance,  and  in  social 
services.   Jobs  in  property  management  are  few  as  a  rule; 
and  tenure  protection  of  existing  LHA  personnel  constitutes 
a  bar  to  widespread  employment  opportunities  for  tenants. 

Joint  management  by  tenants  and  LHA  is  probably  the 
weakest  form  of  overall  tenant  participation,  short  of 
having  no  role  at  all.   It  is  the  most  common  form,  especially 
in  Modernization  projects,  but  it  is  by  no  means  universally 
used, 
b.   Tenant  Contract  Management 

This  is  a  stronger  form  of  tenant  participation  where 
tenant  groups  are  given  formal  contracts  with  compensation 
to  conduct  various  management  tasks.   Tenant-groups  with 
contracts  usually  have  virtual  or  literal  administrative 
control  over  the  task  they  are  performing.   The  LHA  exercises 
a  review,  monitoring  and  post-audit  function.   The  tenant 
group  hires  its  own  staff,  supervises  them,  and  establishes 
conditions  of  employment. 

Contracts  may  be  assigned  to  a  tenant  for  the  perfor- 
mance of  such  functions  as  social  service,  recreation,  main- 
tenance, or  physical  security.   Tenant  contracts  for  financial 
and  property  management  are  rare. 

Tenant  contract  management  is  much  superior  to  simply 
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tenant  employment  or  tenant  advisory  roles  in  management 
decisions  because  the  contract  can  provide  both  jobs  and 
opportunities  for  development  of  tenant  expertise  in 
management.   Contract  work  is  not  for  an  unsophisticated 
tenant  group.   But  where  tenants  are  well-organized  and 
sufficiently  knowledgeable  regarding  housing  management, 
it  can  be  highly  successful, 
c.   Third-Party  Contract  Management 

This  arrangement  is  becoming  increasingly  common, 
partly  through  the  feature  of  the  Turnkey  programs  which 
contracts  the  management  to  property  managment  or  real 
estate  development  firms.   Third-party  contracts  for  mana- 
gement are  common  in  publicly-subsidized  private  housing. 
A  contract  exists  between  the  tenant  co-op  or  housing  spon- 
sor, and  the  management  group.   Sometimes  a  housing  sponsor 
conducts  its  own  management;  or  development  firms  which 
build  new  projects  continue  on  as  professionally  compensated 
managers,  responsible  to  a  tenant  board. 

In  public  housing  projects  there  is  little  third-party 
contract  management  because  management  firms  see  no  profit 
or  advantage  to  managing  public  projects.   More  likely, 
local  non-profit  housing  sponsors  are  interested  in  managing 
projects.   Some  Turnkey  IV  projects  use  third-party  contract 
management. 

Third-party  management  has  many  advantages,  the  most 
important  being  the  use  of  experienced  managers.   Tenants 
seldom  have  any  operational  role  in  third  party  management 
beyond  approving  the  contract  and  tenant  selection  policies, 
reviewing  management  work  periodically,  and  having  veto 
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power  on  evictions  for  non-payment  of  rent.   However, 
a  third-party  usually  has  virtual  control  over  financial 
administration;  otherwise  the  management  might  be  a 
losing  experience  for  tenants  and  the  managing  groups. 
4.   Rent  Discounts  as  Incentives  to  Tenants 

The  relationship  between  excessive  repair  costs  and 
non-payment  or  late  payment  of  rents  to  overall  operations  of 
a  project  cannot  be  minimized.   Where  there  is  much  vandalism 
and  a  significant  habitual  amount  of  rental  delinquency,  manage- 
ment runs  into  trouble.   In  publicly-subsidized  private  hous- 
ing a  factor  of  1-1/2%  rent  loss  is  planned  for,  yet  some  co- 
operatives and  non-profit  housing  groups  have  experienced  as 
high  as  7%  or  8%  rent  losses.   In  public  housing,  especially 
large  projects,  rent  losses  between  5%  and  10%  are  not  uncommon 
Vandalism  and  tenant  disregard  for  property,  especially  with 
respect  to  the  public  areas,  is  a  constant  financial  worry. 
One  response  to  these  nettling  problems  is  to  raise  rents  to 
cover  costs;  yet  a  program  of  financial  incentives  to  tenants 
might  prove  advantageous  in  the  long  run.   It  is  proposed  that 
the  following  kinds  of  rent  discount  plans  be  considered  for 
use  in  large  Chapter  200  projects, 
a)   Repair  Credit  Discounts 

Many  tenants  paint  their  own  apartments  or  fix  up  the 
grounds,  cut  the  grass,  etc.   The  project  manager  may  or 
may  not  provide  materials.   Tenants  are  often  expected  to 
do  this;  or  if  not  expected,  they  get  no  credit  for  main- 
tenance work  done.   If  credit  was  offered  in  the  form  of 
discounts  on  rent,  using  a  merit  rating  system,  some 
tenants  might  do  more.   Some  might  be  able  to  be  assisted 
or  trained  to  take  on  more  difficult  repair  and  maintenance 
than  just  paint-up  and  fix-up.   Additionally,  tenants  could 
be  given  credit  for  not  incurring  repair  costs  to  their 
living  units  or  buildings,  thereby  rewarding  tenants  who 
are  careful  about  property  and  providing  an  incentive  for 
others  to  be  conscious  about  damaging  property. 
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b\      Prompt  Payment  Discounts 

Utility  companies  now  offer  discounts  to  customers 
who  pay  bills  by  a  certain  date.   Public  housing  does  the 
opposite, imposing  fines  for  late  payment  of  rent.   In 
large  projects,  the  diminution  on  the  dollar  flow  due  to 
late  payments  is  burdensome.   The  cost  of  areearage  to  the 
LHA,  through  administrative  action  to  keep  after  late 
payers,  the  interest  lost  on  dollars  that  do  not  come  in  time 
to  meet  expenses  add  up  to  considerable  hidden  costs  in  the 
dollar-flow  process.   By  offering  discounts  to  tenants  who 
pay  promptly,  an  incentive  system  could  be  established  that 
will  reduce  the  overall  costs  of  rent  collection  and  eliminate 
or  reduce  the  hidden  costs  in  the  dollar  flow  process. 
Since  late  fines  and  eviction  threats  have  not  reduced 
rental  delinquency  significantly,  perhaps  a  more  positive 
program  of  discount  incentives  would  wonk. 

Alternatives  Through  Ownership/Management  Conversions 

Before  proceeding  with  a  discussion  of  alternative  management 
ownership  forms  it  is  useful  to  recite  some  findings  of  the  compre- 
hensive report  of  the  Organization  for  Social  and  Technical  Innovation 
(OSTI)  to  HUD  in  1970.   After  reviewing  over  twenty  rental  and  owner- 
ship projects  in  the  nation  housing  low  and  moderate  income  tenants 
under  both  public  and  private  auspices ,  the  OSTI  report  cautioned 
against  over-enthusiasm  about  low-cost  housing  management  by  con- 
clusing  the  following: 

-"First,  there  should  be  an  emphasis  on  feasible  operating 
budgets  from  time  of  conception  of  a  project." 

-"Second,  management  and  user  involvement  in  design  and  construc- 
tion should  be  emphasized." 

-*Third,  flexible  design  of  facilities  and  services  and  financing 

methods  oriented  to  the  needs  of  different  user  groups  should  be 

(16) 
stressed. " 

These  were  conclusions  based  on  case  studies  of  newly  constructed 
housing  and  rehabilitation  of  private  housing.   With  regard  to  Chapter 
200,  given  a  difficult  financial  situation  and  a  predominantly  low- 
income  tenancy  at  the  present  time,  these  conclusions  would  seem  to  have 
double  impact. 
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In  the  same  year  as  the  OSTI  Report-1970-the  Joint 

Committee  on  Urban  Affairs  of  the  Massachusetts  legislature 

recommended  to  LHA's  that  "existing  concentrations  of  public 

housing  be  broken  up,  modernized,  and  sold  to  tenants."   The 

Joint  Committee  report  went  on  to  say  that  since  LHA's  are 

"unable  to  manage  and  modernize  these  projects,"  as  they  are 

"broken  up,  modernized,  and  sold  to  tenants,  authorities  will 

be  relieved  of  onerous  financial,  managerial,  and  maintenance 

problems,  allowing  time,  money,  and  staff  to  be  devoted  to  new 

construction."   Finally,  the  Joint  Committee  report  stated,  "tenants 

owning  their  homes  would  take  pride  in  the  apartments  and  provide 

(17) 
better  maintenance." 

In  effect,  this  recommendation  from  the  Joint  Committee  provides 

a  legislative  intent  for  converting  public  housing  from  its  present 

forms,  However,  the  recommendation  presumes  that  tenants  are  interested 

in  owning  homes  which  are  currently  untenable,  financially,  physically, 

and  sometimes  socially.   Furthermore  it  assumes  that  tenants  can  manage 

housing  better  than  the  LHA's,  an  assumption  which  has  not  been  proven 

and  will  not  be   proven  and  will  not  be  proven  unless  a  range  of 

assistance,  advice,  and  financing  is  provided  by  LHA's  and  the  state 

to  conversion  attempts.   The  Joint  Committee's  recommendation,  however, 

does  point  to  a  goal  for  converting  public  housing;  in  light  of  the 

emerging  roles  of  tenants,  any  attempts  at  converting  housing  projects 

to  alternative  auspices  must  involve  present  tenants.   Relocation  of 

large  numbers  of  tenants  to  make  room  for  new  tenants  in  converted, 

and  rehabilitated  housing  would  present  placement  difficulties  and 

justified  opposition  from  tenant  groups.   It  would  also  violate  the 

spirit  and  the  letter  of  public  housing  policy. 
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If  conversions  are  to  be  accomplished  successfully,  the 
state,  LHA's  and  localities  must  provide  necessary  funds,  services, 
time,  and  energy.   The  following  sets  out  feasible  procedures  for 
converting  Chapter  200  stock  from  present  management  forms.   While 
some  conversions  can  be  implemented  in  a  relatively  short  period  of 
time,  others  require  longer  periods  of  preparation.   The  conversion 
alternatives  outlined  below  can  be  combined,  depending  on  particular 
circumstances . 

1.   Non-Prof it  Private  Management 

The  non-profit  approach  to  management  or  ownership  of  public 
housing  involves  several  problems.   A  private  take-over  will 
not  necessarily  improve  a  difficult  fiscal  situation;  new  long- 
term  financing  to  offset  future  annual  operating  deficits  must 
be  arranged.   As  noted  earlier  in  this  report,  many  non-profit 
corporations  were  inadequately  financed  in  the  beginning.   One 
indication  of  continuing  difficulties  is  the  fact  that  a  number 
of  federally-subsidized  housing  projects  developed  by  non-profit 
organizations  are  currently  in  default  on  their  mortgage  payments. 
Moreover,  few  non-profit  sponsors  have  the  capacity  for  managing 
a  large  scale  low- income  project,  however,  there  are  some  groups 
in  Boston  that  are  engaged  specifically  in  non-profit  management  of 
projects  over  100  units.   An  experienced  non-profit  sponsor  employs 
professional  housing  management  personnel  while  reserving  a  role 
for  tenants  in  the  areas  of  tenant  selection,  setting  of  rents,  and 
evictions.   Since  takeover  of  Chapter  200  housing  by  a  non-profit 
group  would  probably  entail  rehabilitation  as  well  as  purchase  costs, 
in  many  instances  conversion  will  necessitate  substantial  rent 
increases.   Those  tenants  who  could  not  pay  the  increased  rent 
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after  takeover  could  be  accomodated  either  through  LHA 
rent  supplements  or  through  LHA  arrangement  to  lease  a 
certain  number  of  the  units. 

Most  importantly,  effective  non-profit  private  manage- 
ment can  offer  rehabilitated  surroundings  and  greater  tenant 
involvement  than  now  exists  in  most  public  projects.   However, 
the  fact  remains  that  a  non-profit  corporation  which  derives 
all  of  its  income  solely  from  rents,  is  likely  to  be  caught 
in  the  same  "rent-income"  squeeze  as  public  housing  authorities. 

Given  the  preponderance  of  low- income  tenants  who  can 
afford  only  limited  rent  increases  without  direct  subsidies 
and  the  existence  of  only  a  few  non-profit  groups  that  have  the 
capacity  for  large-project  management,  conversion  of  Chapter 
200  housing  to  non-profit  auspices  should  be  done  selectively. 
Sponsor  capacity,  project  size,  the  availability  of  rental 
assistance  and  LHA  leasing  programs,  and  the  availability  of 
favorable  financing  terms  must  be  carefully  considered  in 
the  planning  of  non-profit  conversions. 
2.   Tenant  Cooperative  Ownership 

Cooperative  housing  for  low  and  moderate  income  groups 
was  not  widespread  in  the  East  until  the  1960's,  although 
luxury  co-ops  have  long  existed  in  New  York  City  and  moderate 
income  co-op  housing  in  the  Midwest  and  in  parts  of  the  South 
has  a  long  history. 

During  the  1960's  as  FHA  made  221(d)  3  funds  available 
for  co-ops,  the  cooperative  form  gained  usage  in  the  East. 

In  New  York,.Co70p  City,  which  is  sponsored  by  trade 
unions,  may  eventually  house  100,000  tenants.   In  Massachusetts, 
Academy  Homes  and  St.  Joseph's  Community  Homes  in  Roxbury, 
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are  co-ops;  in  Stoughton ,  Inter faith  Housing  Corporation 
has  built  Presidential  Courts  as  a  co-op,  and  Interfaith 
developed  and  manages  other  co-op  housing  in  Boston. 

Under  cooperative  ownership,  tenants  gain  enhanced 
control  over  their  environment  in  that  each  tenant  owns  a 
share  in  the  project  and  participates  in  its  ownership.   In 
most  cases  the  total  of  all  the  tenant  shares  equals  the 
total  number  of  shares  in  the  corporation;  in  others  the 
tenants  may  hold  a  portion  of  the  total  shares,  while  a  non- 
profit or  a  limited-profit  groups  holds  the  rest.   Tenants 
derive  financial  benefits  from  owning  the  co-operative  share 
besides  entitlement  to  occupancy  at  the  monthly  rent.   Since 
the  tenant  in  a  co-op  owns  a  share  in  the  housing  corporation, 
eligibility  may  exist  for  tax  deductions  for  a  share  of  mort- 
gage interest,  insurance  costs,  property  taxes,  maintenance  costs, 
property  depreciation,  etc.,  that  the  entire  housing  corpora- 
tion incurs . 

Tenants  or  "co-opers"  may  pay  a  subscription  fee  of 
approximately  $200  or  $300  to  buy  a  share.   (In  St.  Joseph's 
Academy  Homes,  the  Boston  Housing  Authority  provided  this 
subscription  money  for  tenants  in  the  leased  public  housing 
units  in  the  development.   Tenants  are  paying  it  back  at  an 
average  rate  of  $5.00  per  month.)   Usually  the  share  does 
not  increase  in  value,  owing  to  the  non-profit  nature  of  the 
entity,  and  tenants  may  be  required  by  the  corporate  by-laws 
to  sell  it  back  to  the  corporation  upon  leaving.   The  share 
could  automatically  revert  to  the  corporation  when  a  tenant 
vacates.   The  tenant  would  get  his  money  back,  but  at  no 
capital  gain,  benefiting  primarily  from  pride  in  ownership 
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and  tax  advantages.   Generally  co-ops  experience  the 
same  social,  financial,  and  management  problems  that 
beset  other  non-profit  housing  for  families.   However, 
the  cooperative  possesses  initial  advantages  that  non- 
cooperative  housing  does  not  have. 

1.  The  cash  derived  from  sales  of  shares  can  be  used 
as  part  of  the  equity  toward  development  financing,  or 
it  can  be  set  aside  as  a  reserve  for  use  in  emergencies 
or  for  providing  additional  facilities,   For  example,  in 
a  project  of  200  families,  each  paying  $200  per  share, 
the  development  would  begin  with  $40,000  of  capital. 

2.  Ownerhsip  of  corporation  shares  creates  groups  pressures 
and  incentives  for  responsible  care  of  property,  thus 
checking  operating  expenses  that  could  result  in  increased 
rents.   Tenants  literally  own  the  corporation  and  can  legally 
Set  management  policies. 

3.  The  co-operative  shares  can  be  used  as  individual 
equity,  and  when  combined  with  other  forms  of  equity-building, 
can  facilitate  the  ultimate  full  ownership  of  the  housing  by 
tenants  in  later  years.   Well-run  co-operatives  can  more  easily 
be  converted  later  to  condominium  ownership,  than  can  rental 
housing. without  share-holding  and  strong  tenant  participation 
in  management. 

Co-operative  ownership  may  be  the  only  feasible  means  for  low- 
income  public  housing  tenants  to  acquire  ownership  of  some  form, 
immediately.   Since  tenants  can  seldom  afford  downpayments  for  full 
ownership,  a  co-op  is  the  most  feasible  model  for  developing  ex- 
pertise in  ownerhsip  and  management,  while  at  the  same  time  building 
toward  eventual  ownership  of  individual  units. 
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However,  low  and  moderate  income  tenants  inexperienced 
in  property  maintenance  and  large  scale  management  cannot  be 
placed  immediately  in  complete  control. 

FHA,  MHFA,  and  HAA  (in  Turnkey  projects)  require  an  accept- 
able management  plan,  often  involving  the  use  of  professional 
management  firms  and/or  management  training  for  tenants.   A 
second,  perhaps  more  reliable  strategy,  is  to  form  a  co-opera- 
tive as  a  partnership  with  experienced  developers  and  managers. 
In  this  situation  the  tenant  co-op  often  does  not  control  51% 
of  the  corporation.   A  combination  of  tenant  co-op  ownership  with 
an  experienced  development  and  management  group  can  be  a  feasible 
first  step  towards  other  forms  of  tenant  ownership  of  Chapter  200 
projects. 

3 .   Limited  Dividend  Approach 

Massachusetts  law  provides  for  the  formation  of  limited- 
dividend  corporations  for  the  development  and  management  of 
low  and  moderate  income  housing.   The  MHFA  financing  require- 
ments for  limited-dividend  developers  and  sponsors  restricts 
dividend-taking  from  housing  revenues  to  a  maximum  of  six 
percent  (6%)  of  the  equity,  as  determined  by  MHFA.   Hence  the 
"profits",  or  the  limited  dividends,  whether  to  a  developer, 
partner,  tenants  in  co-op,  etc.  are  based  upon  the  true  equity 
position. 

Unlike  non-profit  corporations,  limited-dividend  corpora- 
tions have  the  potential  for  raising  capital,  aside  from  rent 
revenues.  The  limited-dividend  corporation  can  "sell"  depre- 
ciation of  the  housing  to  private  investors  who  desire  income 
tax  deductions.  The  Federal  government  allows  tax  deductions 
to  investors  in  low  and  moderate  income  housing.   In  effect, 


I 


-52 


the  limited-dividend  corporation  can  syndicate  shares  in 
the  housing  to  outside  investors  as  a  means  of  generating 
capital  that  can  be  used  for  new  facilities,  for  obtaining 
construction  funds,  for  a  development  equity  base,  for 
meeting  overhead  expenses,  and  for  providing  social,  recrea- 
tional, and  other  services  to  tenants.   If  necessary,  the 
capital  generated  could  also  be  used  to  keep  rents  down. 
Syndicating  shares  in  low  and  moderate  income  housing  to 
outside  investors  is  increasingly  common.    Since  the  de- 
preciation being  sold  is  an  accounting  device  that  does  not 
affect  rents,  there  is  no  loss  to  the  tenants  or  to  the 
developer  or  sponsor;  rather  they  gain  additional  funds  that 
can  be  used  in  development  or  management.   It  is  important  to 
state,  that  by  the  nature  of  the  syndication  agreement,  outside 
investors  usually  have  no  controlling  interest  in  the  manage- 
ment of  the  housing.   Effective  control  remains  with  the  developer 
and/or  tenants.   Like  the  non-profit  approach,  limited-dividend 
ownership  offers  opportunities  for  participation  in  management 
and/or  ownership  by  tenants.   Depending  on  the  origins  of  the 
housing  development,  a  limited-dividend  corporation  may  be 
owned  outright  by  the  developer  or  in  partnership  with  a  tenant 
co-operative.   In  the  latter  case,  as  equity  increases  over  the 
years,  tenant  shares  also  increase  in  value.   Additional  shares 
can  be  sold  as  a  means  of  raising  capital.   Because  it  does  not 
rely  solely  on  rent  collections  as  a  source  of  income,  the 
limited-dividend  approach  offers  unusual  flexibility  in  meeting 
operating  costs  and  debt  service.   This  flexibility  in  turn  could 
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make  possible  rents  sufficiently  low  for  some  public  housing 
tenants  to  remain  in  their  former  dwellings  without  additional 
subsidy.   Of  course,  the  lowest-income  tenants  would  require 
rental  assistance. 

In  summary,  the  limited-dividend  approach,  whether  initiated 
by  an  outside  developer,  by  the  LHA,  or  by  a  tenant  organization 
offers  immediate  distinct  advantages  for  converting  the  Chapter  200 
housing  that  a  pure  non-profit  mechanism  does  not  offer; 

1.  Opportunity  to  raise  capital  through  syndicating  shares 
in  the  housing. 

2.  Opportunity  for  tenants  to  own  shares  that  will  increase 
in  value  over  the  life  fo  the  mortgage. 

3.  Opportunity  for  tenants  and  developer  to  gain  capital  and 
experience  for  attempting  further  housing  developments. 

4.  Opportunity  for  tenants  to  work  toward  fall  ownership  of 
their  respective  units;  or  for  a  tenant  co-op  to  ultimately 
assume  controlling  ownership  of  the  housing  and  the  limited- 
profit  corporation. 

It  should  be  noted  that  a  limited-dividend  approach  requires  an 
access  to  specific  financial  and  legal  expertise  to  resolve  questions 
pertaining  to  the  value  of  shares,  controlling  interests  in  the  cor- 
poration, position  of  outside  investors  holding  syndicated  shares, 
value  of  tenant  ownership  as  compared  to  developer  ownership,  extent 
of  tenant  control  over  management,  etc.   These  issues  may  involve 
activity  with  public  agencies  like  the  Secretary  of  State  and  the 
Federal  Security  and  Exchange  Commission,  and  with  local  courts,  in 
addition  to  the  funding  agencies  and  banks. 

In  Massachusetts  there  are  a  number  of  limited-dividend  cor- 
porations managing  housing,  or  soon  to  develop  and  manage.   In  addition, 
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in  Cambridge  and  Boston  there  are  limited-dividend  groups 

such  as  C.A. S.T.I.  (Cambridge  Alliance  of  Spanish  Tenants), 

and  rehabilitation  projects  sponsored  by  Boston  Model  Cities 

in  which  tenant  cooperatives  hold  joint  ownership  through  a 

partnership  agreement  with  developer/managers  of  low  and 

moderate  income  housing.   These  experiences  suggest  that  a 

limited-dividend  corporation  involving  tenants  holding  co-op 

shares  offers  a  most  effective  immediate  way  for  converting  a 

public  housing  project  to  private  ownership  and  management. 

4.   Condominium  Ownership 

In  the  past,  condominium  ownership,  which  involves  tenant 

ownership  of  an  individual  unit  rather  than  a  share  in  the 

project  as  a  whole,  has  for  the  most  part  been  too  costly  for 

low  and  moderate- income  groups.   Massachusetts  has  been  slow 

to  adopt  the  condominium  form,  even  for  luxury  use,  but  since 

(18) 
1968,  thirty  condominiums  have  been  set  up  throughout  the  state. 

All  are  well  beyond  the  reach  of  the  low- income  groups  and  only  a 
few,  on  Cape  Cod,  could  be  regarded  as  even  close  to  the  moderate 
income  range. 

Use  of  the  condominium  form  of  ownership  for  converting  pre- 
sent Chapter  200  housing  would  be  difficult  at  best.   More  than 
likely,  any  public  housing  to  be  sold  as  condominiums  to  low  and 
moderate  income  families  would  have  to  be  substantially  rehabili- 
tated in  order  to  make  sales  attractive.   The  rehabilitation  would 
make  the  purchase  price  and  the  required  downpayment  too  high 
for  low-income  and  most  moderate  income  families.   In  addition, 
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some  communities  levy  higher  property  taxes  on  condominiums 
than  on  rental  property;  in  some  cases  property  assessments 
have  been  raised  on  rental  property  slated  for  condominium 
use  even  before  the  conversion  occurred. 

Moreover,  conversion  of  public  housing  to  condominiums 
in  the  near  future  would  require  large  cash  downpayments  from, 
as  well  as  the  acquisition  of  a  loan  by  buyers.   At  the  present 
time  there  are  no  organizations  in  the  state  which  offer  low- 
interest  or  no-interest  downpayments  and  mortgage  financing 
families  for  condominium  purchase.   The  activity  of  home  ownership 
groups  providing  "seed"  money  and  downpayments  to  families  of 
limited  means  is  primarily  devoted  to  the  market  for  single  or 
two-family  detached  homes.   However,  it  is  not  inconceivable  that 
in  the  future  MHFA,  which  provides  financing  to  non-profit  and 
limited-profit  developers,  could  do  the  same  for  home-ownership, 
including  condominiums . 

Condominium  living  requires  a  high  degree  of  individual 
responsibility  and  cooperation  about  property  maintenance  that 
is  not  required  in  co-ops  or  when  owning  a  single  home.   In  a  co- 
op or  other  rental  housing,  uncooperative  tenants  can  be  dissuaded 
from  negative  behavior  via  group  pressures  or  ultimately  can  be 
evicted  if  continually  troublesome.   No  such  recourse  exists  in 
condominiums  where  each  resident  is  an  owner  and  cannot  be  removed. 
Middle  and  upper  income  families  have  enough  difficulties  adjusting 
to  condominium  life;  lower  income  families  with  no  history  of  owner- 
ship might  find  the  adjustment  doubly  difficult.   Condominium  owner- 
ship for  families  with  no  history  of  ownership  patterns  or  experience 
in  property  management  and  care  may  be  better  served  by  their  acquir- 
ing cooperative  experiences  before  assuming  full  ownership. 
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5.   Individual  Home  Ownership 

Many  detached  and  attached  public  housing  units  in  Massachusetts 
have  already  been  sold.   A  number  of  Chapter  200  homes  have  been 
sold  to  the  veteran-occupants.   In  addition,  about  1,300  apartments 
in  Boston  under  the  old  Section  372  federal  veterans1  housing  pro- 
gram were  sold  in  the  fifties  to  veterans  who  maintained  them  and 
rented  them  for  about  five  years  prior  to  purchase.   Also,  single 
dwellings  in  rural  areas  have  been  sold  to  veteran-occupants  at 
favorable  prices  under  state  public  housing  provisions  for  rural 
areas  which  allow  rent  credit  to  be  applied  toward  purchase  price 
if  an  option  to  buy  was  initiated.   In  rural  areas  the  homes  were 
often  built  by  the  LHA  on  farm  land  owned  by  the  veteran  who  qua- 
lified for  public  housing  because  the  farm  was  not  producing  suffi- 
cient income.   In  effect,  the  option  to  buy  and  the  application  of 
rent  credit  to  purchase  price  bought  a  structure  that  was  on  land 
often  already  under  the  occupant's  title  deed.   No  rent-toward- 
purchase  plan  has  existed  for  the  low-income  public  housing  tenants 
in  non-rural  areas . 

With  a  number  of  newer  homeownership  programs  under  federal 
and  state  auspices,  it  is  now  possible  to  initiate  an  ownership 
program  to  purchase  individual  structures  in  public  housing  if 
assistance  in  various  forms  is  given  to  the  buyers.   There  are 
approximately  400  single  family  detached  homes  in  Chapter  200  projects, 
plus  a  large  number  of  duplexes  suitable  for  individual  ownership. 
The  following  forms  of  assistance  could  enable  tenants  to  purchase 
detached  Chapter  200  structures: 

1)  Sweat  equity:   This  is  a  common  technique  employed  in  public 
and  private  home  ownership  efforts.   Credits  are  earned  toward 
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purchase  through  the  performance  work  or  maintenance  on  the 
living  unit  occupied.   Credits  are  recorded  in  a  "house-account", 

2)  Cash-accounts  toward  downpayment:   A  certain  amount  of  a 
tenant's  rent  could  be  set  aside  to  build  up  a  downpayment  in 

the  same  manner  that  sweat  equity  credits  go  into  "house  accounts", 
For  over-income  tenants,  "cash-accounts"  could  be  established 
through  a  rent  increase  at  the  tenant's  request.   The  advantage 
of  cash-accounts  over  sweat  equity,  is  that  the  money  accumulates 
interest  until  time  of  purchase  whereas  sweat  equity  does  not. 

3)  Rent  credits  toward  purchase:   Rural  public  housing  occupants 
have  in  some  cases  been  given  credit  for  a  portion  of  their 
rentals  payments  when  units  were  sold  to  them.   The  possibility 

of  amended  legislation  to  establish  a  Similar  program  for  urban 
tenants  should  be  explored. 

4)  Zero  interest  downpyaments :   Loans  offered  by  private  groups, 
to  be  repaid  by  the  homebuyer  in  two  to  four  years  or  more.   The 
downpayment  might  alternatively  be  amortized  in  the  first  few  years 
of  the  mortgage  or  over  the  life  of  the  mortgage. 

The  resident  ownership  program  authorized  in  MHFA's  legislation 
might  be  activated  as  a  means  of  providing  zero  interest  downpayments 
or  even  100%  mortgaging. 

5)  Land  Leases:   The  land  on  which  Chapter  200  housing  is  located 
does  not  have  to  be  sold  in  order  for  a  low-income  person  to  buy 
the  house.   At  LHA  discretion,  the  land  could  be  leased  to  the 
owner  of  the  structure  at  a  nominal  fee.   (This  could  also  be 
applicable  in  multi-unit  sales) .   Resale  would  not  have  to  be 

a  problem  for  the  homeowner  if  the  structure  is  sold  to  another 
low- income  person,  through  LHA  auspices,  under  the  same  lease  con- 
dition.  Leasing  land  would  reduce  costs  to  a  level  more  easily 
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afforded  by  low- income  persons.   Local  property  taxes 
could  be  assessed  on  the  structure  only  and  a  payment- in- 
lieu-of  taxes  could  be  paid  in  the  land. 

6)   Limited  profit  landlords:   Multiple-unit  Chapter  200 
dwellings  of  two  to  four  units  could  be  sold  to  low  or 
moderate  income  persons.   The  units  could  continue  to  be 
rented  only  to  low  or  moderate  income  tenants  under  the 
mortgage  from  public  sources  which  usually  place  ceilings 
on  rents.   Likewise,  rehabilitation  grants  in  subsidy  prog- 
rams often  require  rent  ceilings.   Through  the  landlord  approach, 
a  person  of  limited  means  could  own  income-producing  property. 
The  great  supply  of  duplexes  and  four-unit  row  houses  in 
Chapter  200  suggests  opportunities  for  owner-occupied  land- 
lords in  housing  formerly  under  public  auspices. 
These  devices ,  when  coupled  with  the  opportunity  for  buying 
housing  below  market  prices  could  convert  detached  and  attached 
single  family  homes  in  Chapter  200,  to  present  tenants  or  to  other 
buyers  of  limited  means. 

The  various  techniques  proposed  for  achieving  individual  home 
ownership  can  also  be  used  in  acquiring  ownership  of  apartments,  or 
in  setting  up  tenant-organized  plans  leading  toward  ownership. 
These  techniques  could  be  used  in  combination  with  non-profit  conver- 
sions, limited-dividend  corporations  and  tenant  co-ops. 

Under  existing  law,  LHA's  can  sell  property  and  can  delegate 
management  functions.   The  legality  of  such  devices  as  land-leases 
and  rent-credit-toward-purchase  plans  would  have  to  be  more  closely 
examined,  but  the  present  statutes  do  not  seem  to  prohibit  their  use. 

Among  the  sources  of  financing  for  individual  ownership  is 
the  federal  Section  235  program.   In  addition,  there  is  MHFA's 


-58- 


legislation  fund  of  up  to  $1  million  for  home  mortgages.   MHFA 
has  already  financed  the  purchase  of  rehabilitation  of  two  and 
three  family  dwellings  for  mortgage  periods  up  to  thirty  and 
forty  years.   Of  the  various  conversion  alternatives  discussed 
above,  conversion  of  single  detached  and  attached  Chapter  200 
dwellings  offers  the  greatest  potential  success  for  immediate 
ownership. 
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VIII   PUBLIC  HOUSING  ACTION  PROGRAM 

As  a  first  step  toward  alternate  management  and  ownership 
schemes,  it  is  proposed  that  DCA  establish  a  comprehensive  program 
for  reviewing  and  modifying  current  policies  governing  Chapter  200 
and  for  carrying  out  demonstration  conversions  of  present  housing 
stock.   Such  a  program  is  of  sufficient  importance  for  the  future 
of  public  housing  in  the  state  to  warrant  that  it  be  placed  in  the 
office  of  the  Secretary  for  Communities  and  Development.   Efforts 
toward  converting  present  stock  and  toward  establishing  new  policies 
and  programs  in  public  housing  will  require  a  high  level  of  coordina- 
tion and  cooperation  among  a  number  of  public  and  private  agencies 
and  organizations,  both  within  and  outside  the  housing  field,  on 
local  and  state  levels.   The  influence  of  the  Secretary  and  the 
statutory  powers  of  his  office  will  be  necessary  if  the  Commonwealth 
intends  to  embark  upon  a  program  of  changing  public  housing  that  can 
be  a  model  for  the  nation. 

A  comprehensive  program  of  public  housing  management  and 
ownership  alternatives  should  contain  the  following  components: 
planning  and  policy  development  for  management  changes;  special 
demonstrations  in  converting  Chapter  200  housing;  and  design  of  a 
conversion  system  that  can  be  utilized  by  state  and  local  agencies, 
and  can  be  replicated  throughout  the  state.   The  following  guidance 
is  offered  to  the  establishment  of  a  comprehensive  program, 

ACTIVITY  I  -  PLANNING  AND  POLICY  DEVELOPMENT 
Task  A  -  Survey  of  Conversion  Potentials 

A  planning  survey  should  be  conducted  to  organize  and  analyze 
basic  information  about  the  Chapter  200  program,  and  to  identify 
potential  alternatives  to  present  operations.   Such  a  survey  would 
yield  data  that  could  be  translated  into  specific  planning  strategies 
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for  different  regions  of  the  state,  taking  into  account  local 
housing  needs.   The  survey  and  resultant  planning  should  focus 
on  the  following  functional  planning  areas: 

-socio-economic  characteristics  of  present  state  public 
housing  tenants 

-locational  advantages  of  some  projects 

-redevelopment  potentials  of  large  projects 

-quality  of  the  stock 

-purchase  and  rehabilitation  cost  estimates 

-locality  interest  in  conversion  and  tenant  organizational 
capability 

-tenant  income  necessary  for  sustaining  conversion  plans 

-LIIA  commitments  for  rental  assistance  and  additional  services 
as  needed  in  conversion  attempts 

-relocation  problems  and  identification  of  relocation  resources 

-identification  of  organizational  resources  needed  for  attempt- 
ing alternative  forms  of  management 
Task  B  -  Policy  Review  and  Modification 

The  current  policies  governing  the  use  of  the  state  subsidy, 
the  use  of  Modernization  funds,  eligibility  for  occupancy,  income 
limitations,  tenant  participation,  occupancy  practices  and  tenant 
rights,  etc.,  as  mentioned  in  previous  sections  of  this  report, 
should  be  closely  re-examined.   New  policies  which  will  encourage 
tenant  self-help,  should  be  developed.   The  impact  of  changes  in 
policies  and  practices  on  the  financial  and  administrative  status 
of  LHA's  and  on  the  situation  of  tenants  in  public  housing  should 
be  explored.   Whether  or  not  Chapter  200  housing  is  converted  to 
alternate  management  auspices,  there  is  a  clear  need  for  more  en- 
lightened and  efficient  policies  in  public  housing.   However,  new 
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policies  and  practices  could  greatly  enhance  efforts  toward  con- 
version. 
Financing 

Task  A  and  Task  B  could  he  financed  with  HUD  "701"  funds 
or  possibly  with  funds  from  the  HUD  Division  of  Research  and 
Technology.   General  departmental  funds  might  also  be  employed. 

ACTIVITY  II  -  DEMONSTRATIONS  IN  PUBLIC  HOUSING  CONVERSION 
Task  C  -  Individual  Home  Ownership 

Efforts  should  begin  as  soon  as  possible  to  "sell  off"  the 
single-family  and  duplex  detached  homes  in  Chapter  200  projects. 
These  appear  to  be  the  most  desirable  for  low  and  moderate  income 
buyers.   Of  approximately  500  such  homes,  it  might  be  possible  to 
aim  for  selling  off  25%  of  them  in  the  first  year,  with  increasing 
sales  over  the  next  five  years  until  most  of  them  are  sold.   At 
the  present  time  the  exact  number  of  single  family  homes  or  duplexes 
which  are  in  saleable  condition  is  not  known.   The  planning  survey 
would  produce  this  data,  but  LHA's  can  also  provide  some  information 
quickly. 

DCA  should  establish  a  program  akin  to  the  Home  Buyer's  Asso- 
ciation (HBA)  set  up  for  Turnkey  IV  projects.   The  HBA,  to  have  state- 
wide focus,  would  provide  mortgage  counseling  and  assistance  and 
home  maintenance  and  repair  assistance  to  prospective  home  buyers  of 
Chapter  200  stock.   Title  VIII  of  the  1968  Housing  Act  provides  funds 
for  such  purposes.   Additionally,  the  various  homebuying  techniques 
discussed  earlier  could  be  utilized,  though  their  application  may  vary 
in  different  communities  depending  on  the  LHA  financial  status  and  the 
desires  and  credit  potential  of  tenants.   LHA's  could  work  with  public 
agencies,  local  banks  and  private  organizations  interested  in  home- 
ownership  for  low  and  moderate-income  families. 
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Besides  the  use  of  various  equity-building  techniques, 
funding  sources  such  as  the  Section  23  5  program,  and  the  MHFA 
Resident  Ownership  Subsidy  Program  (Section  13B)  could  be  used 
for  mortgage  financing  of  home  ownership.   MHFA  is  authorized 
to  provide  financing  for  homeownership  of  one,  two  and  three- 
family  dwellings  to  low  income  persons,  with  only  two  percent 
(2%)  of  the  purchase  price  for  a  downpayment ;  or  other  eauity 
investment.   For  public  housing  located  in  designated  renewal 
areas,  the  possibility  of  using  rehabilitation  loans  and  grants 
under  Urban  Renewal  Sections  312,  and  115  could  be  explored. 
Task  D.  -  Tenant/Non-Prof it  Sponsor  Management  Through  Modernization 

One  of  the  state  housing  projects  to  receive  Modernization 
funds  should  be  designated  as  a  demonstration  effort  in  tenant 
management.   The  project  should  be  fairly  large,  numbering  about 
400  or  more  living  units.   The  key  to  a  responsible  effort  in 
tenant  management  is  to  bracket  a  tenant  organization  with  a  capable 
non-profit  housing  group.   The  union  of  the  two  groups  could  form 
the  basis  for  a  management  entity  to  be  set  up  that  could  enter 
into  a  contractual  agreement  with  LHA,  for  the  purposes  of  managing 
a  project,  or  for  performing  certain  functions  in  management.   The 
project  to  be  chosen  should  be  one  with  good  tenant  organization. 
The  selection  of  a  non-profit  sponsor  or  development  organization, 
rather  than  a  profit-making  group,  is  recommended  because  profit- 
making  housing  organizations  are  most  often  interest  in  development 
and  ownership,  and  only  secondarily  in  continuing  management. 

Essentially,  this  demonstration  would  be  designed  to  prove 
that  tenant  management,  if  allied  with  proven  capability  in  housing 
management,  can  improve  on  the  present  operations  of  public  housing 
projects.   The  demonstration  would  combine  aspects  of  joint  tenant/ 
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LHA  management  functions  with  third-party  housing  expertise. 
Since  the  demonstration  would  not  involve  ownership  or  title 
transfer  of  public  housing  stock,  no  massive  financing  is  needed. 
The  presence  of  a  Modernization  program  in  the  demonstration  pro- 
ject can  provide  an  existing  or  emerging  tenant  organization;  and 
the  physical  Modernization  effort  would  assist  the  non-profit 
sponsor  in  m  aking  the  management  venture  successful.   In  effect, 
the  LHA  would  turn  over  the  functions  and  decisions  on  Moderniza- 
tion to  a  corporation  or  other  entity  made  up  of  tenants  and  a 
recognized  non-profit  group.   The  LHA  would,  through  its  legal 
responsibility,  insure  that  resultant  plans  and  programs  are  fea- 
sible, acceptable,  and  in  compliance  with  the  state  Modernization 
guidelines. 

There  are  a  number  of  non-profit  groups  that  would  be  in- 
terested in  this  kind  of  a  demonstration.   Some  have  already  parti- 
cipated in  converting  public  housing;  others  are  in  the  process  of 
negotiations  involving  management  of  federal  housing  in  Massachusetts 

The  outlay  of  Modernization  funds  for  such  a  demonstration 
would  be  greater  than  if  the  LHA  concentrated  only  on  physical  re- 
novations; but  the  opportunity  of  using  the  Modernization  program 
for  achieving  better  management  is  well  worth  additional  funds. 
Moreover,  it  would  be  possible  to  acquire  funds  from  0E0 ,  HEW,  and 
HUD  for  special  programs  for  tenants.   The  state  Modernization 
funds  could  be  used  as  local  shares  for  federal  categorical  funds. 

The  state  should  develop  interest  in  such  a  demonstration, 
select  a  project,  make  Modernization  funds  available,  oversee  and 
monitor  the  effort,  and  provide  supportive  services  and  information 
as  needed. 
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Task  E  -  Tenant  Cooperative/Limited-Dividend  Corporation 

An  existing  state  project  containing  between  100  to 
300  living  units  should  be  offered  for  sale  to  interested 
developers  of  low  and  moderate  income  housing,  to  be  owned 
and  managed  as  a  limited-dividend  housing  corporation.   The 
purchase,  rehabilitation,  and  management  of  the  project  should 
be  in  joint  partnership  with  a  tenant  cooperative  owning  50% 
or  slightly  less  of  the  corporation.   Mortgage  financing  in- 
cluding rehabilitation  costs,  can  be  obtained  through  MHFA 
or  through  FHA  under  the  Section  235  program.   The  demonstra- 
tion should  focus  on  rental  of  the  units  to  present  tenants; 
but  the  conversion  should  contain  plans  and  opportunities  for 
tenants  to  eventually  own  the  units.   In  effect,  the  conversion 
would  be  a  limited-dividend  tenant  co-operative  leading  to  con- 
dominium ownership  after  a  number  of  years.   It  is  suggested  that 

- 

the  project  chosen  be  primarily  of  row-type  and  duplex  construc- 
tion, since  these  structures  are  most  suitable  for  eventual  in- 
dividual ownership. 

A  combination  of  developer's  capital  and  tenant's  equity 
could  be  utilized  as  downpayment  investment  for  the  purchase. 
MHFA  offers  mortgage  financing  in  an  amount  not  to  exceed  ninety 
percent  (90%)  of  project  costs  when  an  FHA  mortgage  insurance  commit- 
ment can  be  obtained.   If  an  LHA  were  to  sell  a  project  whose  bonds 
have  been  regularly  redeemed  at  the  level  of  the  existing  bond  ob- 
ligation, it  may  be  quite  possible  to  keep  financing  needs  low  enough 
so  that  tenants  and  a  developer  could  establish  enough  equity  to 
acquire  a  mortgage.   The  LHA  could,  in  turn,  lease  some  of  the  re- 
habilitated -units  as  done  under  the  Lavanburg  Plan  in  New  York. 
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A  tenant  co-operative  demonstration  combined  with  developer 
expertise  would  take  from  six  months  to  a  year  to  acquire  title, 
or  possibly  less  where  an  established  tenant  organization  exists 
and  where  the  developer  is  sufficiently  familiar  with  the  federal 
and  state  application  process.   An  LHA  could  offer  a  project  for 
conversion  and  utilize  various  devices  for  establishing  tenant 
equity  shares  to  be  used  as  downpayment.   Depending  on  the  developer's 
capital  position,  tenants'  equity  may  not  have  to  be  great.   It  is 
important  that  the  tenant  co-operative  initially  own  a  substantial 
portion  of  shares  in  the  limited-profit  corporation  if  tenant  owner- 
ship is  to  be  a  reality. 

To  enhance  the  desirability  of  owning  co-op  living  units,  a 
demonstration  of  this  kind  could  be  conducted  in  conjunction  with 
local  plans  and  objectives  for  providing  community  facilities  and 
revitalizing  the  surrounding  neighborhood.   In  effect,  the  conver- 
sion demonstration  might  be  used  as  a  "core"  to  attract  other  public 
investments  in  redevelopment.   A  redesigned  environment  will  enhance 
the  desirability  of  living  in  the  co-operative  and  help  to  produce 
residual  tax  benefits  for  the  locality. 

ACTIVITY  III  -  BUILDING  CONVERSION 
CAPABILITY 

Task  F  -  Technical  Assistance 

DCA  should  provide  technical  assistance  to  LHA's  and  to 
tenant  groups  participating  in  conversion  experiments.   This  can 
be  done  by  using  existing  state  personnel  and  by  contracting  with 
consultants,  developers,  and  housing  sponsors.   Technical  assistance 
in  the  area  of  tenant  organization,  a  state  Home  Buyer's  Association, 
and  the  efforts  of  DCA  planning  and  policy  staff  would  enable  public 
and  private  groups  throughout   the  state  to  acquire  the  knowledge, 
skills,  and  resources  necessary  for  converting  public  housing.   For 
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its  part,  the  state  would  be  able  to  develop  an  "in-house"  team 

of  conversion  specialists. 

Task  G  -  Designing  a  Conversion  System 

Converting  public  housing  to  alternate  management  and  owner- 
ship auspices  is  a  new  activity.   The  opportunity  should  not  be 
lost  to  record  the  problems  and  successes  associated  with  conversion 
ventures,  and  to  identify  pre-conditions,  performance  criteria,  and 
issues  associated  with  converting  public  housing.   As  part  of  the 
comprehensive  public  housing  action  program,  DCA  could  design  a 
system  for  conversion  based  on  the  three  state  demonstrations  as 
well  as  information  gained   from  the  federal  efforts  in  new 
management  modes.   Such  a  design  would  constitute  a  "mini-break- 
through" system  for  converting  public  housing,  similar  in  its 
general  approach  to  the  national  Breakthrough  program  for  housing 
production.   In  essence,  the  ingredients  of  an  effective  conversion 
process  could  be  charted  and  distributed,  with  technical  assistance, 
to  replicate  conversions  throughout  the  state  in  future  years.   A 
proven  model  for  conversion  would  exist  as  an  important  tool  in 
building  local  capability. 

The  three  conversion  demonstrations  should  begin  as  soon  as 
possible.   During  1972,  if  funds  can  be  acquired,  DCA  staff  could 
initiate  the  planning  and  policy  development  aspects  of  the  com- 
prehensive program  and  conduct  preparatory  work  for  the  specific 
conversions.   Hopefully,  the  conversions  might  take  place  in  the 
latter  part  of  the  year.   The  timing  of  these  demonstrations  is 
important.   HUD  has  recently  funded  a  number  of  LHA's  in  the  country 
to  design  and  implement  alternative  management  in  federal  public 
housing.   A  state  conversion  program  can  benefit  from  the  activities 
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and  ideas  suggested  for  federal  projects,  and  state  and  local 
personnel  could  participate  in  conferences  and  activities 
associated  with  the  federal  atempts.   Massachusetts  would  be 
the  first  state  to  undertake  public  housing  conversion  in  a 
meaningful  way  and  could  be  in  a  favorable  position  to  request 
federal  funds  for  planning  and  implementing  these  conversions. 


APPENDIX  A   FOOTNOTES 

(1)  Some  housing  authorities  throughout  the  country  have  used 
illegal  yardsticks  for  determining  the  "social  desirability" 
of  accepting  an  applicant  for  admission,  or  for  evicting 
tenants.   Such  factors  as  the  presence  of  one  or  more  ille- 
gitimate children  in  a  family,  a  past  criminal  or  juvenile 
record,  or  the  quality  of  military  service  of  a  tenant  or 
applicant  have  at  times  been  used  in  arbitrary  fashion  to 
exclude  an  applicant  or  evict  a  tenant  under  the  guise  of 
being"unacceptable"  or  "undesirable"  for  the  safety  and  well- 
being  of  other  tenants.   See  Manigo  vs.  the  New  York  Housing 
Authority  (Sup.  Ct.,  Spec.  Term.  Part  I,  New  York  County, 
Index  #2197;  1966);  Thorpe  vs.  the  Housing  Authority  of 
Durham,  North  Carolina,  U.S.  Supreme  Court,  87 ,  Ct.,  515, 
1966 :   Williams  vs.  Ypsilanti  Housing  Authority  (Civil 
Action  no.  28936,  E.D.  Michigan,  September,  1966).  The 
author  was  involved  in  action  to  alter  discriminatory 

and  illegal  admission  and  eviction  policies  of  the  Detroit 
Housing  Authority,  in  1967  and  1968. 

(2)  For  a  capsuled  and  authoritative  discussion  of  racial  se- 
gregation in  Boston  public  housing  see  May  B.  Hipshman, 
Public  Housing  at  the  Crossroads;   The  Boston  Housing  Autho- 
rity, published  by  the  Citizen's  Housing  and  Planning  Asso- 
ciation, Boston,  August,  1967;  pp.  29-34. 

(3)  The  housing  authorities  of  San  Francisco  and  Cleveland  have 
been  the  recipients  of  demonstration  grants  from  the  Division 
of  Research  and  Technology  within  the  Department  of  Housing 
and  Urban  Development,  to  design  and  implement  innovations 

in  the  renovation  and  management  of  selected  housing  projects. 
Tenants  are  involved  in  all  phases  of  design  and  implementation 
of  the  resultant  proposals.   The  demonstrations  will  go  beyond 
the  scope  of  federal  Modernization  grants.   Boston  has  a  grant 
from  the  Office  of  Economic  Opportunity,  which  has  been  used 
to  create  the  Tenant  Management  Corporation  in  the  Bromley- 
Heath  Housing  project.   The  TMC  under  contract  to  the  housing 
authority,  performs  functions  previously  performed  by  the 
authority  directly,  such  as  repair  and  maintenance  and  house- 
keeping. 

(4)  House  No.  5000,  Report  of  the  Joint  Committee  on  Urban  Affairs, 
dated  February  2,  1970;  pp  9-13. 

(5)  Similar  conditions  are  found  in  disparate  places  such  as 
Columbus,  Ohio;  North  Gulf port,  Mississippi;  Philadelphia, 


Income  Persons;   prepared  by  the  Organization  for  Social  and 
Technical  Innovation,  Inc.  (OSTI) ,  Cambridge  and  San  Francisco 
for  U.S.  Department  of  Housing  and  Urban  Development,  September, 
1970.   HUD  contract  No.  H1057a. 


(6)  Public  Housing  is  the  Tenants:  Rethinking  Massachusetts' 
Responsibility  and  Role  in  Tenant  and  Community  Relations; 
prepared  by  George  Schermer  Associates  and  Kenneth  C. 
Jones  for  the  National  Association  of  Housing  and  Redevelop- 
ment (NAHRO) ,  Washington,  D.C.,  February,  1967;  pg.  29. 

(7)  op.cit.,  Hipshman,  pp.  34-39,  45-46,  contains  a  discussion 
of  rent  schedule  alternatives. 

(8)  Data  derived  from  interview  with  Joseph  Mansfield, 
Liaison  Officer  for  the  Cambridge  Housing  Authority 
and  the  Tenant  Senate,  in  the  Modernization  program. 

(9)  op.cit.,  House  Report  No.  5000,  pp.  1-29,  42-43. 

(10)  op.cit.,  Schermer  and  Jones  for  NAHRO,  Public  Housing  is 
the  Tenants ,  p. 43. 

(11)  op.cit.,  OSTI  Report,  Self -Help  in  Housing,  uses  the  term 
the  "management- income  squeeze  .   See  pp.  134-170  for  a 
graphic  and  detailed  presentation  of  management  problems 
in  meeting  costs. 

(12)  ibid.,  p.  139. 

(13)  Sources  for  the  figures  on  Massachusetts  expenditures  in 
annual  contributions  and  subsidies  are:   House  Report 
#4940,  Housing  for  Massachusetts:   A  Proposed  State  Hous- 
ing Policy  and  Action  Program,  prepared  by  the  Massachusetts 
Department  of  Community  Affairs,  for  submission  to  the 
Governor,  December  4,  1970,  p.  17;  and  the  1970  Annual 
Report  of  the  Department  of  Community  Affairs  p.  9. 
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(16)  op.cit.  -  OSTI  -  p.  XIII 
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(18)  Ahern,  Daniel  J.,  Executive  Director  of  Back  Bay  Federa- 
tion for  Community  Development,  in  report  prepared  for 
members  of  the  Federation,  entitled  Condominiums  in  the 
Back  Bay,  December,  11,  1970,  Boston. 
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